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FROM THE EDITOR 


THERE'LL be lots of talky-talk from now on about fixing the economic 
roof before it rains. Lots of people busy with lots of conversation. Not 
much action but plenty of talk. 

Well, we'd like to speak a good word for the talk. True, the words 
are not a substitute for the deeds, but they are a preliminary, like the 
wind-up before throwing the ball. So let the talk run. 

The rain, of course, is the big depression, ot the early 50’s, and the 
roof is the means of protecting us all against the storm. But the aim 
is really more than that. The aim is to prevent the storm, prevent the 
depression, if possible. 

People in fact do try to fix their own roofs. And often thev do it 
pretty well. They think ahead and plan for their individual selves and 
for their families, and for their own businesses, their own neighborhoods. 
their own communities. It takes a bit of stretching of the mind to cove: 
the whole community, but people do it and they find the performance 
good. : 

And now comes a bigger stretch to take in the whole nation, to 
regard it as merely a neighborhood, a big neighborhood, which it is. 
If we are willing to do the things that ought to be done in the next 
two or three years, we can protect the whole national neighborhood from 
a depression in the 50's, or at least we can make the depression less bad 
than it otherwise would be. 

The coming year will be a good time to drive home the problems 
of rain and a leaky roof. We shall have some showers in the form of 
declines and readjustments of many lines of business. ‘They will have 
their own little recessions, their troubles in selling what they have to 
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NOTES of the Times 


HERE’S A SUGGESTION for helping 
labor relations in this country. There’s 
nothing novel about the idea. 

It doesn’t require a law. It doesn’t neéd 
a court decision. And it wouldn’t call for 
the remodeling of any traditional policies. 
The plan is simply this: appoint a strong 
Secretary of Labor. 

The Secretary of Labor ought to be a 
man of influence—with both labor and 
management. He ought to be in a posi- 
tion to use his office for more than statis- 
tical accumulation and social work. 

He ought to have the personality needed 
to deal with men, and the background 
needed to deal with situations. 

And on top of these attributes, he ought 
to have the confidence of the President 
who appointed him. 


WHILE WORKING on the subject of 
labor legislation this month (see page 4) 
we looked carefully into the question of 
compulsory arbitration. 

It has a serious flaw that hasn’t been 
talked about much: the award granted 
sometimes is one which nobody really 
wants, and which sets in motion unex- 
pected consequences. 

John L. Lewis got portal-to-portal pay 
this way during the war. The fact is that 
the coal mines are so irregular in layout 
and location that portal-to-portal pay gives 
some miners extra advantages, and some 
mines an unfair competitive advantage. 


Neither miners nor operators wanted it. 

But Lewis included the demand in his 
negotiations in hopes of surrendering it 
later for a higher wage boost. An arbitra- 
tion board gave it to him as part of a “just” 
award, and as a trumped-up way of getting 
around the Little Steel formula. 


WITH CONGRESS in full legislative 
array, hankering to pass laws on almost any 
subject, and lots of citizens muttering that 
“there ought to be a law,” this is a good 
time to ponder some ideas expressed in 
1928 by Oscar W. Underwood, then Sena- 
tor from Alabama, in a book called The 
Drifting Sands of Party Politics. 

“It is not an exaggeration,” Underwood 
wrote, “to say that half the laws enacted 
are experimental in their inception and 
unhappy in their results; that the country 
is full of people who do not want to work, 
but who wish to make others work; who 
do not want to be good, but who wish 
to make others good; who do not want to 
be governed, but who wish to govern 
everybody else.” 


ONE LAW that would win our indorse- 
ment is a pension for ex-Presidents. 

Our only living ex-President, Herbert 
Hoover, was wealthy when he entered the 
White House and doesn’t need a pension 
now. But this doesn’t weaken the case 
for presidential pensions. 

The worry about how he is going to 











make a living during 
- the “next four years” 

should never be al- 
lowed to influence a President, however 
subtly, in the direction of running again. 

When a man leaves the White House, 
he can’t accept just any job. So it’s up 
to the American people to see that an 
ex-President can live «omfortably and be 
available to use his experience in the 
public service. 


FOUR OR FIVE months ago you used 
to hear some talk to the effect that “maybe 
just a little depression might not be a bad 
thing.” But nowadays, as the specter 
seems closer, you don’t hear that talk any 
more, not from any businessmen, not even 
if it would bring down wages. 


FROM PRACTICAL _ experience— 
gained at opposite ends of the business 
scale—comes the following advice from 
two citizens of York, Pa. | 

The board chairman of a large manufac- 
turing company says: “This country dis- 
sipated about 300 billion dollars of real 
national wealth during the war. Until we 
recreate that wealth, we won't get back to 
anything like normality, and the only way 
it can be recreated is by working.” 

A machinist in a metal products plant 
says: “Generally, our wage scales are all 
right. We've been a long time getting 
them up above one dollar an hour. The 
important thing now is to see that our 
dollar is worth something. The only way 
that can be done is by getting enough 
production to keep prices down and that 
means everybody working.” 


INFLATION NOTE—An antique shop 
in Washington has a sign in the window: 
“Old-fashioned large-size dollar bill—only 


$2.25. 


THE BRIGHT post-war world has 
something for the boss that is supposed to 
entice him into working harder and longer 


and easier. 
It’s the “Desk of Tomorrow,” brought 


out by the wood furniture people (for 
$1500 to $2000). Instead of being rec- 
tangular, the top bulges out on three sides 
giving a surface roomy enough for a half 
dozen subordinates to sit at the desk across 
from the boss, whose side doesn’t bulge. 

The top is a plastic-impregnated wood— 
with a sheet of aluminum underneath— 
burn-proof and stain-proof. Drawers, on 
roller bearings, are designed for individual 
functions, some shallow, some deep, and 
include a built-in dictating machine, quick- 
finding telephone index, ashtray-lighter- 
cigaret combination, and (optional) built- 
in radio set and electric shaver. 

The heights of the desk, footrest, and 
foam-rubber chair are adjustable. The 
whole thing’s mounted on runners so the 
boss can swivel like mad without banging 
his shoes against the usual leg rests. 


OTHER EXECUTIVES who want less 
encouragement for working more, and more 
encouragement for working less, can take 
their cue from a distinguished doctor who 
has some advice to give: 

“Take a nap at noon whenever possible,” 
says Dr. Irvine H. Page, research director 
of the Cleveland Clinic and former asso- 
ciate director of the Rockefeller Institute. 

“High blood pressure,” the doctor ad- 
vises, “is the No. 1 killer of the average 
business executive.” 

The doctor also says: eat intelligently, 
particularly if you’re inclined to be heavy. 


FOR THE BUSINESSMAN who is 
convinced that government statistical ques- 
tionnaires are a conspiracy to increase his 
blood pressure, here’s some heartening in- 
formation. 

The Budget Bureau’s Statistical Division 
is charged with the job of safeguarding the 
public against too many and too compli- 
cated demands for information. 

Every year the Division checks about 
5000 governmental information forms, and 
(believe it or not) most of them are either 
eliminated or simplified. 

An early OPA report, for example, was 
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cut from 17 pages to 3 pages. And when 
CPA wanted to get some dope from 525 
cotton mills, the Division turned thumbs 
down—told CPA it could get what it 
wanted from reports already available in 
the Census Bureau. 

Still, despite these seroic efforts, the 
government puts out encugh information 
blanks to bring in more than 42 million 
answers a year to statistical questionnaires 
alone. Nobody has ever tried to guess 
the total number of forms sent out or total 
answers received. 


STATISTICS, incidentally, sometimes 
turn up some fascinating information about 
everyday things. 

Department of Commerce experts have 
figures which show that two-thirds of the 
copper mined in the United States in the 
last 100 years is still in use. 

Of the copper which is lost, some is 
blasted to bits in dynamite caps, torpedoes, 
or shells. More is burned up in bearings 
or spark-plugs or lost when ships sink at 
sea. That which is exported seldom re- 
turns. 

But all these losses add 
up to only 30 percent. The 
other 70 percent is used 
over and over again. 


A BIG GROWTH in 
company ownership of sales- 
men’s cars is in the cards. 

More than 100 companies, 
including some of industry’s 
biggest names, have cocked 
an interested ear at a plan 
being worked out by a 
Baltimore firm which has : 
started a sales fleet management service. 

The Baltimore firm says that any system 
of mileage or time reimbursement is hit or 
miss, unfair to some salesmen and a wind- 
fall to others. 

One prospective client, they discovered, 
was overpaying a few salesmen $1000 a 
year, clipping others for as much as $250. 

Under the management service system, 
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the client company + _. 
foots the bills. The F NOTES 3 
Baltimore firm (for a 
fee) obtains new cars, handles all bookkeep- 
ing, controls costs. The salesman drives 
the car as though it were his own. For 
family driving—which is unlimited—he 
pays two cents a mile. He has to turn the 
car in for periodic checkups and mainte- 
nance. 

Salesmen reaction has run from mild to 
wild enthusiasm. One company reports 
savings Of $15,000 a year. 





EARL BUNTING, president of the 
National Association of Manufacturers, has 
had one business experience on which he 
still takes a bit of joshing from his col- 
leagues. 

As head of the O’Sullivan Rubber Com- 
pany, he once hired Leon Henderson, then 
fresh out of OPA, to go on the radio and 
advertise the O’Sullivan product under the 
slogan of “America’s Number 1 Heel.” 

Many people at the time believed that 
Henderson deserved the title more than 
O’Sullivan’s. Henderson on 
the air irritated some lis- 
teners as much as Hender- 
son in OPA irritated some 
businessmen, but Leon did 
sell a lot of heels. 


WE HEAR that at least 
one university is offering 
courses in practical politics. 
This sounds like a great 
idea both for the students 
and for politics. There’s 
no reason why such train- 
ing should be reserved for 
a few professionals, or for the Communists, 
who make it a major point to indoctrinate 
younger members in the art of political 
infiltration. 


COMMUNISTS, it seems to us, are like 
the worm in a Mexican jumping bean. 
The worm, you know—not the bean—does 
the jumping. 














But some legislation is badly needed to end long-standing abuses 
Basic job of saving free economy is up to management and unions 





HIS Congress is certain to enact new 

labor laws. People are annoyed with 
labor featherbedding, initiation fee rackets, 
jurisdictional strikes, roughhouse picketing. 
They are angry over a weary succession of 
strikes. ‘They are outraged by the mo- 
nopoly power of big unions and the per- 
sonal power of some labor leaders. 

There is now a danger that members of 
Congress, out of zeal and resentment, may 
try to do too much with flat legal prohibi- 
tions. They may forget that existing state 
and local laws can curb many abuses if the 
public will demand their enforcement. 

And they may forget the one thing that 
is most important to remember: that laws 
alone won't settle labor disputes or prevent 
strikes, if we intend to keep within the 
American framework of government. 

For if the government simply outlaws 
certain strikes, or butts into all disputes, it 
must settle the issues behind them. ‘This 
means being the Great White Father to 
everybody. It means ultimately fixing 
wages and working conditions. If these are 
fixed, prices and profits hardly can be left 
floating loose. In an inter-connecting econ- 
omy, such government intervention would 
soon reach into almost all lines of business. 
That would spell the end of the free enter- 
prise system. 

But some legal machinery is badly 
needed and long overdue. The desirable 
laws can be separated into four groups, 
with four separate purposes: 

& Require minimum standards of good 
conduct by unions. Such laws might re- 
quire provisions in union constitutions for 
the free and periodic election of officers; 


make secret strike votes mandatory; and 
compel unions to file public, inde- 
pendently audited financial reports. ‘These 
laws would clear the way for union democ- 
racy, but they would not insure it. And 
they would not do much to cut down the 
number of labor disputes. Most business- 
men put too much emphasis on such laws, 
and let them draw attention from other 
reforms that are more important. 
& Forbid certain activities by unions, such 
as jurisdictional and political strikes, or 
the secondary boycott, and sympathy 
strikes in jurisdictional disputes. Powers 
of the National Labor Relations Board 
should be extended to cover all problems — 
of jurisdiction. Monopolistic restraints on 
trade and double hiring are bad, but are 
harder to deal with. 
& Define the proper rights of employers. 
This is necessary to correct abuses and end 
uncertainties that have grown out of inter- 
pretations of the Wagner Act. The em- 
ployer should have clearly specified rights 
to call for an election under defined condi- 
tions and to talk to his workers freely. But 
Congress should be careful not to impair 
the safeguards on the right of labor to 
organize and bargain. 
& Help settle disputes on wages and hours 
and other conditions of work. ‘This is the 
most important of the four. It affects two 
kinds of disputes. The first kind arises out 
of disagreements over the meaning or ap- 
plication of an existing agreement. The 
second stems from inability of manage- 
ment and labor to get together on a new 
contract or the renewal of an old contract. 
There are hundreds of thousands of dis- 
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putes every year over the meaning and ap- 
plication of terms of a contract. They gen- 
erally are small disputes, between little 
people in the plant—a worker or group of 
workers and a straw boss. They give rise 
to the “quickie” strike or the slowdown. 
These individual strikes don’t tie up the 
whole economy, but in the aggregate their 
effect is serious. 

A sound program for dealing with this 
kind of dispute should start with educa- 
tion in industrial relations. This needs to 
reach down to union shop-stewards and 
foremen, for unless these people want to 
settle disputes as they arise, any grievance 
machinery will bog down. And union 
leaders must be ready to settle some 
grievances themselves by refusing to handle 
unreasonable demands from the workers. 

The wniting of better labor contracts will 
be much more help than any compulsory 
arbitration. And the Labor Department 
can help management and unions get bet- 
ter contracts. A law requiring that every 
stoppage be reported to the government 
would be a good starting point for getting 
at the root of this kind of labor tangle. 
The Labor Department could then give 
better advice at the time contracts were 
being written. ‘This advice undoubtedly 
would result in more widespread use of 
grievance machinery and voluntary arbitra- 
tion, because these provisions could be 
agreed upon, by contract, in advance of 
specific disagreements. ‘This kind of ar- 
rangement, already existing in many indus- 
tries, has been conspicuously successful in 
the clothing trades. 

Unions and management would do well 
to write into their contracts penalties 
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against individuals who violate the con- 
tract. This kind of fine would help union 
leaders to assure management that a cer- 
tain contract would be upheld. Further- 
more, it is better than any blanket finaritial 
responsibility of the union, for if the par- 
ent union is held accountable for every 
member’s violation, the contract would be 
saddled with hundreds of intricate restric- 
tions and legal safeguards that would only 
complicate negotiations. Individual fines, 
as in coal and the new Ford contract, have 
proven very useful. 

To try to settle contract-interpretation 
disputes by passing a law is futile. It will 
encourage both labor and employers to 
shrug away their responsibility to settle 
their own disputes. 


HE really tough labor disputes are 
those that grow out of inability of 
unions and management to get together 
on a new contract. They are the ones that 
involve the public interest most funda- 
mentally when they hit in coal or steel or 
transportation. It is important to remem- 
ber that in such strikes nobody has broken 
a contract. Each party, by refusing to sign 
up, is exercising a constitutional right. 
Compulsory waiting and “cooling off” 
periods are useless, because strikes of this 
kind almost never happen on short notice. 
There is one weapon at hand which 
should be used to the hilt. This weapon 
is the fact that nobody ever really wants a 
strike. This is especially true if each party 
knows it will have to take its own risks— 
management justifying itself to stock- 
holders, and the union to its rank and file. 
Compulsory arbitration is not the an- 
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swer, because it blunts the effectiveness of 
this great weapon. Compulsory proce- 
dures take the responsibility of reaching a 
settlement off the bargaining parties. Re- 
cerit experience with the War Labor Board 
showed that both parties lost all habits of 
self-reliance and passed every sort of issue 
along for arbitration. Why not? If 
there’s going to be a compulsory settle- 
ment, one may as well trot out every de- 
mand in the book, make all demzads ex- 
cessive, refuse to concede anything, even 
foment a dispute to get a top listing on the 
docket. There’s nothing to lose. 

The best way to settle differences over 
a new contract, and to get a good con- 
tract, is to put the parties on their own 
and never release them from their obliga- 
tion to settle. 

The proper legal machinery for Congress 
to provide is a well-trained, adequate con- 
ciliation service, available at the request of 
either party but never compulsory. It can 
help clarify the issues, aid the parties in 
saving face, but the beauty of it is that it 
can’t bail anybody out. 

The importance of this service is grossly 
underestimated. The present U. S. Con- 
ciliation Service—with only 275 men on its 
staff—in 1946 helped settle, without any 
interruption to production, 13,000 disputes. 
In the same period, it participated in the 
settlement of 3400 strikes—two-thirds of 
these occurring before the service had a 
chance to intervene. 


OME strikes—very, very few—involve so 

large a public interest that we cannot 
afford to let them occur without insisting 
upon additional efforts to reach agreement. 
The Secretary of Labgr should be per- 
mitted to certify such exceptional cases to 
a National Mediation Board, whose powers 
should be established by Congress. This 
would be separate from the Conciliation 
Service, and would operate through special 
boards appointed for each case. It would 
work for an agreement between the parties 
without any compulsive power, but apply- 
ing the full force of public scrutiny and 


6 


using a more formal procedure than 
straight conciliation. 

If such a board were unable to arrange 
a settlement, it should be able to ask the 
President to appoint an emergency board 
tc recommend a settlement. But it should 
use this power sparingly—not every time its 
efforts fail. If, during this whole proce- 
dure, a union strikes or a company refuses 
to participate, that party would plainly be 
marked as wrong and would be subject to 
crushing moral pressure from the public. 


NDER such procedure, heat is being 
applied—straight through—on the 
parties to settle by themselves or to submit 
voluntarily to arbitration. The issues are 
constantly being narrowed down to a point 
where a stoppage would not be worthwhile. 
There is no hope that an unreasonable 
party, or the one with the weaker case, will 
squeak through on compulsory arbitration. 
Government intervention—and then only 
in a recommendatory way—comes at the 
very end in a very few cases. And the 
parties themselves can’t evoke this final 
machinery of extra mediation or an emer- 
gency board. 

There is nothing in this process to guar- 
antee that some strikes won’t occur. The 
fact that they might occur is a pressure to 
encourage agreement. If the string runs 
out and a bad strike does come about, the 
government must, of course, act with what- 
ever emergency measures and penalties are 
appropriate. But an orderly succession of 
aids to real bargaining will be a tremendous 
safeguard against a knock-down fight. 

And at all times—especially where anger 
is high—people need to recognize that laws 
alone are not the answer to labor disputes. 
Some corrective laws—yes. But the heavy 
emphasis should be put on machinery de- 
signed to make collective bargaining work, 
and to throw the full power of public con- 
demnation against the side that maintains 
an indefensible position. In the end this 
will mean more settlements, fewer strikes, 
and the best chance for a free economy to 
survive. 


KIPLINGER MAGAZINE 





RADIO LISTENERS BE DAMNED 





HE U. S. radio industry is in a state 

of siege. For the first time in its 
brief history, the broadcasting business is 
being subjected to hostile public and ofh- 
cial scrutiny. And within radio’s ranks 
there are evidences of discontent with the 
shabby commercialism into which the in- 
dustry has drifted. The pause for self- 
identification has come not a moment too 
soon. 

Few business enterprises have ever made 
so much easy money so fast as the Ameti- 
can broadcasters. Ever since they grasped 
the true nature of commercial radio some 
twenty years ago—which was, of course, to 
sell time over the air for advertising—their 
profits have been fantastically rewarding. 

But in a scramble for even higher profits 
the broadcasters appear to have forgotten 
that they received their licenses in the first 
place by promising to broadcast “in the 
public interest, convenience, and necessity.” 

Instead, there is growing complaint that 
the radio industry has borrowed a public- 
be-damned attitude from the past. To- 
gether with the set makers, the broadcasters 
have the listener—who really owns the air- 
waves—in the middle. He is getting an 
overdose of commercials and poor recep- 
tion to boot. 

In 1937 the broadcasters got 33 million 
dollars in profit before taxes out of a gross 
of 114 million, but in 1944, their best year, 
they piled up go million out of a total take 
of 275 million—or one dollar out of every 
three. This was a return of 109 percent on 
their original investment in wires, recep- 
tionists, vacuum tubes, studios and vice 
presidents, and a return of 223 percent on 
the depreciated value of all broadcasting 
property at the beginning of that year. 
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In 1945, the last year for which figures 
are available, profit “fell off,” but it was 
still a fat 834% million dollars. Those who 
keep an eye on radio income say that ’46 
figures will show a further decline from the 
wartime peak. It may be necessary to do 
with a few warmed-over vice presidents, 
they say, adding that one big fact about 
the radio industry remains true: never be- 
fore have so few people been treated so 
generously for doing so little. 

Radio station and network owners 
play little more than a walk-on role 
in the complex business of cramming 
the nation’s ether with everything from 
Bing Crosby to “listen-for-cash” programs. 
They simply sell the purveyors’ of soap, 
food, drugs and cosmetics a one-way pas- 
sage into the homes of the 60 million 
Americans who own radio sets. And they 
seli it on a wave-length which they do not 
own, but temporarily use by authority of 
the Federal Communications Commission. 

In short, the broadcaster has relin- 
quished any claims he might have had to 
being an impresario or an editor. He has 
voluntarily surrendered control of his wave- 
length, granted him as a public trust, to 
the biggest peddlers of goods. 

Last year the FCC plumbed the depths 
to which broadcasting had sunk and re- 
ported its dismal findings in its famous 
Blue Book, entitled Public Service Re- 
sponsibility of Broadcast Licensees. In 
the book, the Commission took the 
broadcasters to task for extreme com- 
mercialism and offensive programming. 
The attack brought red herring howls of 
free speech from the broadcasters, who ac- 
cused the Commission of communism, 
molestation of private enterprise, and of 
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being a bunch of “intellectual smart 
alecks.” But they offered few facts to 
dispute the Blue Book’s principal conten- 
tion that the broadcasters were abusing a 
public trust and that the American people 
were taking an unnecessary beating about 
the ears. 


AST December the Supreme Court, in 

an § to o decision, sustained the FCC’s 

refusal to renew the license of WOKO in 

Albany, N.Y. The decision definitely es- 

tablished the Commission’s authority to 
impose the death sentence on a station. 

With this support, the Commission no- 
ticeably toughened its attitude on license 
renewals. Five stations have been ordered 
to appear for hearings in San Antonio, 
Toledo, Philadelphia and Baltimore to de- 
termine whether they are living up to the 
public interest spirit of their licenses. 

Spurred by the FCC and growing signs 
of indignation throughout the country, the 
more sensitive elements of the radio indus- 
try are tending to fall in line with the 
Blue Book plea for a general reconsidera- 
tion of their position. Many are broad- 
casting more local news and using more 
local talent. More than 50 listeners’ coun- 
cils—the more active ones in the Midwest 
—have forced many local stations to aban- 
don presentation of sloppy over-commer- 
cialized programs. Returning servicemen, 
who got used to entertainment without 
commercials curing the war, also have 
made known their resentment. 

For every dollar which the broadcasters 
spend for transmitting equipment, the 
public spends $25 for receiving sets. 
The listener not only suffers at the hands 
of the broadcasters, but is browbeaten by 
the set makers, too, who have gone in for 
volume production at the sacrifice of 
quality and high performance—and even 
of profit. Demand for lower priced models 
is being met while demand for higher- 
quality receivers, at less than exorbitant 
prices, goes begging. 

Through violent price wars and an al- 
most incomprehensible eagerness for more 


sales, the set makers have turned the bulk 
of their business into small table models. 
Since it is mathematically impossible to 
produce a full, round tone from a small 
loudspeaker encased in a tiny cabinet, the 
makers have succeeded in debasing public 
taste while slashing their own throats. 

Instead of making piles of money for 
themselves, the set builders have made far 
more for the broadcasters. As more sets 
got into the public’s hands, the radio sta- 
tions were able to ask for and get higher 
rates from their advertisers for the sale of 
time. 

In 1925 Herbert Hoover, who as Secre- 
tary of Commerce was radio’s first admin- 
istrator, laid down the government's basic 
philosophy of broadcasting. “The ether,” 
he said, “is a public medium, and its use 
must be for the public benefit . . . the 
dominant element for consideration in the 
radio field is, and always will be, the great 
body of the listening public.” ‘These 
words are still the guiding principle of the 
Federal Communications Act, but they 
have a naive ring now. 

As late as 1929 the National Association 
of Broadcasters banned commercial an- 
nouncements during the best listening 
hours of 7 to 11 p.m. But since the 
30’s, when radio and its advertisers really 
began to get together, standards have been 
steadily degraded. 


|,‘ OR the past 17 years the daytime max- 

imum in commercials has ranged from 
134 minutes on a 5-minute news show to 9 
minutes on an hour’s program. At night 
the range has been 114 minutes to 6 
minutes. Some stations monitored by the 
FCC have exceeded even these prescribed 
limits. ‘There has been no limitation at 
all on spot announcements. ‘These jingles 
simply flood out of loudspeakers. 

As standards declined, so did the phi- 
losophy of the broadcasters. Last year Jus- 
tin Miller, president of the NAB, could 
brand talk about the people “owning the 
air” as a “lot of hooey and nonsense.” ‘The 
head of a big network, with equal con- 
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tempt, could say: “We are selling time for 
one specific reason, and that is to sell 
goods.” ‘The late George Washington Hill, 
of the American Tobacco Company, frank- 
ly said: “Taking 100 percent as the total 
radio value, we give go percent to com- 
mercials . . . and 10 percent to the show.” 

This kind of talk has brought strong 
words from Clifford J. Durr, an FCC 
member who has frequently chastised the 
industry for failing to fulfill the promise of 
its infancy. 

“If the test,” says Durt, “is whether the 
good things American radio has done out- 
weigh the bad, ‘then I would find myself 
on the affirmative ‘side of the issue... . 
But the industry has\passed into the con- 
trol of a leadership which has made no 
effort to make or even encdwage the mem- 
bers of the industry to face s§yarely up to 
their public responsibilities.” * 


HE brickbats have been flying so Tagt— 
particularly against the ever-presé® 
commercial—that William S. Paley, CB 
chairman, warned broadcasters last fall to 
search their souls. Conceding “advertising 


excesses,” Paley condemned “the too high® 


percentage of commercial copy which is 
irritating, offensive, or in bad taste.” 

This guilty feeling is not universal 
among broadcasters. ‘Two days later NBC 
President Niles ‘Trammell glorified advertis- 
ing as making “‘a free radio possible.” 

Such a concept of free radio, which 
means that the listener may get a free 
choice of bad programs, could never have 
evolved had it not been for a techaical 
quirk that blessed a very few men with a 
virtual monopoly of the airwaves. In the 
present standard broadcasting band, from 
550 to 1600 kilocycles, there is room for 
only a limited number of stations. With 
1056 licensed transmitters currently on the 
air, there is already great overcrowding. 

More than 821 stations are afhliated with 
four major networks—NBC, CBS, ABC 
and Mutual. The condition has made it 
possible for che networks to degrade pro- 
gram quality at will. 
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» Saturday afternoons and Sunday mornings. 


Take the soap operas, for example. Many 
people violently dislike this form of mass 
entertainment, which dredges up the emo- 
tional sludge of American life for its raw 
materials. Nevertheless, half the daylight 
time of the two biggest networks, NBC 
and CBS, is devoted to soap operas. One 
industry survey (Hooper) shows that the 
most popular soap opera recruited 12.5 
percent of the available audience (“people 
at home and awake”). The average NBC 
soap opera recruited 8.4 percent and the 
average ABC soap opera recruited only 6.7 
percent. In contrast, 76.8 percent of the 
available audience turned off its radios 
during the soap opera hours. 

Moreover, it turns out that soap operas 
are popular—with the advertisers. They 
are extremely cheap to produce and highly 
profitable to the networks. 

Lately the networks have been offering 
more high-grade sustaining programs, but 
in most cases they are broadcast late at 
night or in the poor listening hours of 














But the networks do not guarantee 
tla their sustainers will be used by the 
affiliated stations. Local stations have to 
ataeast three out of every five hours 
oM®etwOrk mercial programs, for which 
they“@xe handSomely paid. But they may 
reject alijgustaining shows in favor of local 
commercidily-sponsored programs. And 
they have cofigistently done so. 

The broadcasts, of course, could have 
prevented their sefigut to the advertisers, 
but it would have co%them money. Now 
it may be too late, for a@yertisers have ob- 
tained practically all the coftrol they need. 

The FCC has reported that CBS gets 
26 percent of its business from four ad- 
vertisers and 38 per- | : 
cent from four adver 
tising agencies. A qua 
ter of ABC's tak 
comes from four ad- 
vertisers and 37 per 
cent from four age 
cies. Mutual gets 2 
percent from four ad- 
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vertisers and 31 percent from four agencies. 
NBC publishes no comparable figures, but 
the proportion is probably about the same. 

Likewise the set makers are failing to 
live up to their promises. Among their 
highly advertised post-war miracles were go- 
ing to be bigger and handsomer consoles, 
television sets at $100 to $250, and, for a 
few extra dollars, FM (frequency modula- 
tion—a high frequency staticless form of 
transmission with fuller and sharper tones 
than standard transmission). 

But the present-day product is the same 
pre-war receiver—only it’s going at a much 
higher price. Of the estimated 12 million 
units produced from V-] Day to the end of 
last year, only a few hundred thousand 
were consoles. And except for the higher 
price tags they were indistinguishable, both 
in tone and appearance, from pre-war 
models. In the same period there were 
manufactured fewer than 4000 television 
sets—with prices ranging from $300 to 
$2500—and only a driblet of radio receivers 
equipped to take FM. 

So badly did the makers fail to live up 
to expectations that the FCC muttered 
unofficially about a hold-back conspiracy 
to enable the industry to sell two sets to 
the hungry post-war market: the first one 
without FM and the second with it. 
Idaho Senator Taylor asked the Attorney 


General for an anti-trust probe. 

But the set builders may be forced to 
place FMs on the market sooner than they 
planned. The public will demand them. 
There probably will be almost 1000 FM 
stations on the air by the end of the year, 
with many more to come. For FM tech- 
nically has room to support 5000 stations. 

The arrival of television and FM 
threatens the broadcasters with the thing 
they fear most: new competition. And 
these new developments can spell an end 
to the dictatorship of the advertisers, too. 
Television does not lend itself to cheap use 
of the spoken commercial; FM means 
thousands of lusty new stations, anxious 
to win public respect and approval. 

So the monopoly now enjoyed by the 
broadcasters may be ripe for smashing. As 
they have to get out and scratch for lis- 
teners, the broadcasters will have to offer 
more than they have in the past. 

If there is, at the same time, a growing 
public awareness that the 
airwaves belong to all the 
people, both the broadcasters 
and the set makers may be 
put back in the business of 
manufacturing radio  pro- 
grams and radio sets for the 
men, women and children 
who listen to them. 
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A Three-Story Building on Roller Skates 


A NEW three-story addition to Sears Roebuck’s Pacific Coast headquarters in Los 
Angeles may skid gently in event of an earthquake, but its builders say it won’t come 


apart at the seams. 
bearings. 


It has been earthquake-proofed by resting it on a “float” of roller 


It is the first such building in the world and the structure will be able to roll six 


inches horizontally in any direction in the event of an earth tremor. 


A flotilla of 65 


roller-bearing units—one under each of the main columns of the addition—each capable 
of carrying a load of a million pounds is the ’quake solution of Bowen, Rowe, Rule & 


Bowen, Los Angeles engineering firm. 


Each unit costs $625, weighs 600 pounds. Each has two sets of rollers separated by 
steel plates and set at right angles to each other to permit movement in all directions within 
a diameter of 12 inches. A lubricant sealed in the bearing assembly will not deteriorate 


in a 27-year period. 


Steel stairs rest on a sliding plate for flexibility if the building is shaken. Unfortu- 
nately, there isn’t much that can be done about the elevators. 


10 


KIPLINGER MAGAZINE 


CAP KRUG 


The man who stood up to John L. Lewis 
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HE U. S. government’s showdown 

with John L. Lewis has had an interest- 
ing by-product. From the promising young 
man who succeeded doughty Harold 
Ickes as Secretary of the Interior, it trans- 
formed Julius A. (Cap) Krug into a cabi- 
net member of impressive public stature. 

Krug’s activity in the perennial U. S. 
coal crisis suggests that he may yet con- 
found the critics who have doubted 
whether he has the policy-making capaci- 
ties of a statesman. 

It is possible to be a U. S. cabinet mem- 
ber—even a pretty good one—without re- 
sembling a statesman very much. Several 
people with a smattering of political sense 
and executive skill have done it. Not much 
more was expected of the 39-year-old, 250- 
pound Cap Krug when he heaved his pon- 
derous bulk into the swivel chair vacated 
by Ickes. 

And it is true that Krug moved into his 
new assignment in a calm, undramatic 
way. Unlike Ickes, he has refrained from 
calling anyone an incipient despoiler of 
the national wealth, and no one has yet 
called him a crackpot or radical. (It may 
be fact, as rumored, that John L. Lewis 
growled something about a “stupid fat 
boy’—but that must have been before 
John L. knuckled under.) 

Secretary Krug probably would have 
been happy to go on for some time, quietly 
learning about his department and studying 
its problems. But one of the jobs he in- 
herited with Interior was that of Solid 
Fuels Administrator for War. Which 
meant that he inherited the government's 
headaches over John L. Lewis. 

Some felt that Krug’s handling of the 
first coal strike last spring was not tough 
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enough aiid that John L. emerged from 
the negotiations with nearly everything he 
wanted. But it’s only fair to remember 
that this was a first workout for Krug, and 
that the White House was then in a mood 
to appease Lewis. 

All last summer, while the coal situation 
was dormant, Krug made it his business to 
inform himself thoroughly on both coal 
and Lewis. When the miners’ boss pulled 
his men out again early this winter, Krug 
was ready. From Amarillo, ‘Tex., where he 
was on an inspection trip, he burned up 
telephone wires to the Capital to prevent 
any appeasement. Once back in Wash- 
ington and at the White House, he fought 
the coterie who favored another Munich 
with Lewis, and won the President’s de- 
cision for a showdown. While Presiden- 
tial Counsel Clark Clifford shooed away 
the frantic emissaries of Lewis who tried 
to get to the President via the White 
House chimney, backdoor and basement 
windows, Attorney General Clark and his 
assistants worked out the legal strategy. 


RUG, like others who have studied 
Lewis’ tactics, knew that the miners’ 
chief—a free-enterprise Republican and no 
Marxist bent on social chaos—would stop 
before the country was crippled. Krug was 
only surprised when Lewis folded so quick- 
ly. Once he had done so, Krug’s victory 
was clearcut, regardless of the points of law 
which went on to the Supreme Court. 
Krug had staked his cabinet seat on holding 
the government to a no-compromise policy, 
and he had won. 
There was a vital matter of policy in- 
volved in the struggle, apart from the 
challenge to the authority of the govern- 
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ment. By licking Lewis, the Administra- 
tion helped get itself out of the wage-fixing 
business and pass that task back to manage- 
ment and labor in private negotiations. 

Krug’s readiness to take on Lewis was 
not due just to the immediate crisis and 
his confidence in victory. The quiet study 
he had been directing into the problems 
of the coal industry was about finished. 
He was getting ready to offer the country 
some basic answers on this vital and dis- 
tressed industry. 

These answers will be embodied in a 
series of legislative recommendations which 
Krug will submit to Congress this year. 
Though not necessarily exhaustive, they 
may provide the missing link: long-range 
government policy. Some of the recom- 
mendations: 
sw Cheaper methods of utilizing coal for 
heat and energy offer the only means of 
putting the industry on a sound profit 
basis, making adequate wages feasible. 

» Technological advances can reduce 
transportation costs by converting coal into 
energy near the mines and transmitting the 
energy electrically. Transportation adds 
about so percent to the cost of coal. 

» Additional research should be under- 
taken on converting coal and shale into 
liquid fuel. Some experts think coal could 
be converted into liquid fuel at about the 
cost of oil—$1.50 per barrel. Krug con- 
siders this too optimistic but finds more 
modest possibilities worth investigating. 

» An extensive program of housing, 
schooling, hospitalization and medical 
service for the miners is needed. Also im- 
provement of safety regulations and ex- 
tension of the recent health-and-welfare 
fund granted the UMW. 

To achieve these goals, Krug is con- 
vinced the government needs a growing 
supervisory role in the coal industry. 

Krug, who looks like a jumbo edition of 
actor Edward Arnold, is of a type com- 
moner in the British civil service than in 
U. S. government: a public official who 
deliberately educated himself for such a 
career. Wisconsin-born, he was graduated 
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from the University there in 1929, next 
year took a master’s degree in public serv- 
ice administration, and joined the Wiscon 
sin Public Service Commission. 

Later Krug went to the Tennessee Val- 
ley Authority where, in 1938, as its chief 
power engineer (“one of the most in- 
spirational experiences of my life’), he 
stepped into negotiations with the late 
Wendell Willkie for purchase of the Ten- 
nessee Electric Power Company from 
Commonwealth & Southern. It was at a 
moment when one ‘T'VA faction was ar- 
guing for a “no quarter” policy toward the 
private power companies of the region. 

Not at all, said young Mr. Krug: the 
U. S. government should not treat its citi- 
zens that way. Let’s sit down and try to 
work out an arrangement which will be 
fair to all concerned. ‘T'VA’s chief, David 
Lilienthal, approved this reasoning. ‘There- 
after, he and Willkie spoke of Krug in 
Washington as an exceptionally able and 
balanced executive. Others said he was 
too easy-going. 


rN 1941, Krug was chief power consult- 
| ant of the Office of Production Man- 
agement (later War Production Board), 
under Donald Nelson, and here he tangled 
with Harold Ickes, who upbraided him for 
refusing to approve enough power projects 
to satisfy Ickes, and for staffing his branch 
with private power executives. Krug main- 
tained, successfully, that winning a war was 
more important than quarreling over 
methods of power production. But after 
Krug left WPB’s Power Branch, some of 
his appointees, relieved of his restraining 
presence, shucked off their sheep’s clothing 
and proved Ickes wasn’t all wrong. 

In 1944 Krug joined the Navy and was 
assigned as lieutenant-commander to a ship 
he never saw. President Roosevelt re- 
called him to Washington as WPB chair- 
man, where he ultimately guided the 
agency's liquidation. ‘There was some ap- 
proval, but probably more objective criti- 
cism, of his rapid decontrol program. 

Krug was seeking a job outside the gov- 
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ernment when President Truman asked 
him to replace Ickes. 

In the direct administration of his of- 
fice, Cap Krug installed innovations which 
veered from the Ickes path. Honest Har- 
old believed that there was no room in his 
house for divided authority and that right 
down the line there could be only one 
boss—the Big Wheel himself. 

Krug disagrees. ‘Throughout the 274- 
million-dollar, 50,000-employe Department 
of the Interior establish- 
ment, he has already del- 
egated complete author- 
ity to bureau chiefs to 
manage their own units, 
provided they in turn 
pass authority to the low- 
er levels. He has moved 
out the herde of clerks 
and stenographers ac- 
cumulated topside by 
Ickes, who believed he 
had to see, sign and x-ray 
virtually every document. 

Interior presents few 
other problems of the 
same size and toughness 
as coal. Krug will keep 
the ball rolling on state- 
hood for Alaska and 
Hawaii, but the final de- 
cision is up to Congress. 
He thinks the Tugwell Administration 
scattered its shots a bit in Puerto Rico, but 
did a fine job on the vital areas: housing, 
power, schools, communications. He faves 
letting the Puerto Ricans elect their own 
governor in the future. As for reclamation, 
it’s a headache but mostly because of tech- 
nical probicms of administration and get- 
ting appropriations. 

This leaves two vital fields—apart from 
coal—where Krug will find a challenge to 
make and enforce policy: power and oil. 

Although an articulate devotee of TVA, 
Krug has been reticent in suggesting the 
scheme indiscriminately for other regions. 
He fears friction in some western areas be- 
tween upstream states wanting irngation 
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‘Cap’ Krug 


and downstream states wanting power 
dams. The question also rubs against states’ 
rights advocates and coal and oil interests. 

But the Secretary has come out in favor 
of a Columbia Valley Authority and has 
said he is “studying” similar projects for 
other regions. On some power issues he 
has remained entirely non-committal. One 
is long-distance transmission of high-volt- 
age power, from state to state and region 
to region. Some Interior people would like 
to see a federal power 
grid spread all over the 
nation to achieve real 
economies of power. 

Lots of observers think 
the oil problem is one 
Krug can’t or won't lick. 
He admits he doesn’t 
know much about it yet. 
Policy must be decided 
on conservation of do- 
mestic resources and ex- 
ploration of new areas; 
access to foreign oil sup- 
plies; and development 
of synthetic fuels. 

These power and oil is- 
sues, along with his coal 
problem, probably will 
be the big tests for Krug. 
It was an achievement to 
throw John L. Lewis, but 
Krug had the strongest possible support, 
and plenty of cheers from the bleachers. 

Since he will be replaced by a Republi- 
can if present trends continue through °48, 
Krug has two years in which really to 
prove himself. In that period, he can, if 
he wants, get along with Congress very 
nicely—he is the kind of Secretary that 
Congressmen like. He can look forward 
to well-paying private employment later. 

Whether, against these enticements, 
Krug will fight for his coal program, formu- 
late and push whatever power and oil 
policies seem to him in the country’s best 
interests, remains to be seen. To do so 
would offer Cap Krug big risks and big 
opportunities. 
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5,000,000,000 FACTS 
FOR ‘Kenan 





HE U.S. Census Bureau contains some 

five billion facts and figures which the 
businessman can use to advantage—some- 
times to save his business. The only haz- 
ard is mental, the disinclination to search 
a mountain for a needle. And that isn’t 
necessary. 


First, know precisely what is wanted 


from the Census mountain. Then forget 
the pile; don’t try to climb it. Get the 
monthly “Domestic Commerce” publica- 
tion (if you live outside of Washington) 
and locate one of the Commerce Depart- 
ment’s 76 regional offices. Ask there for 
the specific data desired. An alternative is 
a letter to the Director of the Bureau of 
the Census, Washington 25, D. C. In 
either case, you get the answers. 

Businessmen change Census facts and 
figures into money. The Bureau helped a 
veteran in New Brighton, Pa., establish a 
farm service business. Through Census he 
picked an area where farmers weren’t mak- 
ing enough to buy machinery, but who 
couldn’t do all their own ploughing, har- 
rowing, combining and hay baling. 

The frozen food locker industry found 
facts on county farm populations, buying 
potentials and numbers of chickens and 
livestock, and expanded locker plants 
nearly three times. The Diaper Institute, 
through Census, was ready for the post-war 
baby boom. 

Broadly put, the fact and figure search- 
er will find both “benchmark” and “cur- 
rent” material in Census. Current sta- 
tistics are given monthly (or at longer in- 
tervals) and include facts on the amount 
of business done by 55 types of retail and 
service trade stores in cities, states and 
counties. An Akron flonst can tell 
whether his business is keeping pace with 
the city’s flower trade. 

The current category also gives total out- 
put for more than 1000 manufactured 
products. A shoe manufacturer can tell how 
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many pairs of shoes the 
industry produced in any 
month to compare with 


—— his own business. 


//] 
~acil The “benchmark” sta- 


tistics come from the monumental count- 
ing jobs like the once-every-10-year raking- 
over of the population and the five-year 
count of farmers. 

Bureau thinking now is toward current 
facts and figures. Businessmen are asking 
for more coverage than the Bureau can 
provide. The Eightieth Congress will feel 
some heat on behalf of a balanced program 
as follows: a complete census of manufac- 
turers and one of distribution every five 
years, the next to be in 1948 covering the 
year 1947; a series of annual, quarterly and 
monthly surveys to keep the five-year fig- 
ures up to date; a sample population count 
every year covering such subjects as age, 
sex, color, marital status, migration, educa- 
tion, employment, income and housing. 

Sears Roebuck cashes in on an old-time 
interest in Census facts. It began 35 
years ago in the off-hour boredom of a 
young Army officer in Panama, now Gen. 
Robert E. Wood, chairman of the Sears 
board. With nothing else to do, Wood 
read the 1910 Census throughout and 
soaked up a few thousand facts about the 
American people. He has been doing it 
ever since. Wood knows what kind of 
people inhabit every sales area, what they 
want now and what they will want in 
i960. Once he used Census reports to 
change a city’s whole notion of itself. 

Standing to address the Booster Club, 
Wood was told the city was the fastest- 
growing community in the state. The 
General blinked. From memory he threw 
a burst of shattering statistics at Blank- 
ville. Its birthrate was down, its popula- 
tion static; there were other signs of an 
enlarging debility. The organization 
changed its name from the “Boost Blank- 
ville Club” to the “Save Blankville Club.” 

Wood thinks “businessmen miss a bet 
in not knowing more about the facts of 
business life which the Census figures tell.” 
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ALCOHOLISM: PROBLEM FOR BOSSES 





Chronic drinkers should either be fired or salvaged, 
and wise employers are finding ways to save them 





* ILSON,” says the boss, “you’ve 

been off again on a two-week drunk. 
It’s the fourth time this year, the sixth 
time in two years, the seventh time in three 
years. Up till now I’ve always given you 
one more chance to reform. But, Wilson, 
this time is different.” 

Wilson stares at the carpet. That isn’t 
his name, but you know this man. He is 
one of nearly three million Americans who 
come under the head of “excessive drink- 
ers” and who lose 432 million dollars an- 
nually in wages. As an uncontrolled spree 
drinker, Wilson is also a candidate for the 
more exclusive brotherhood of 750,000 
“chronic alcoholics” whose inner circle in- 
cludes 13,000 alcoholic maniacs. 

Standing there as he waits for the axe 
to fall, Wilson can clearly discern the 
shape of things to come. ‘There are so 
many of him in the world of business that 
his future is written large on the records. 
When the boss fires him, Wilson will con- 
tinue to degenerate. His confidence shaken, 
his pride wounded, he will be worth less 
to his next employer. Under these cir- 
cumstances excuses for a drink—and he 
needs only one drink to start him off— 
come more readily. 

When Wilson eventually hits bottom, 
he becomes part of the alcoholic human 
junk heap which costs his country 31 mil- 
lion dollars in medical care and 25 million 
dollars in jail maintenance every year. 

He sees the boss glance up at him, pre- 
paring to say the final word. 
Poor Wilson, who knows al- 
most everything about liquor 
except how to handle it or 
leave it alone, is sweating in 
his clothes as a gloomy future 
closes in and his job fades out. 
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“But this time is different,” the boss re- 
peats. “You’re too valuable a man for the 
firm to lose. Instead of threatening you 
or firing you, we’re going to help you get 
straightened out.” 

“We—?” murmurs Wilson. 

“The firm,” the boss nods. “Our per- 
sonnel manager is waiting to see you. That 
is, if you’re willing.” 

Wilson, who is dubious but very will- 
ing, shuffles off to personnel, and there 
we'll leave him for a while. After all, 
there’s nothing unusual about the Wilson 
type. He’s recognizable in white collar 
or in overalls. 

But the boss—is he real? Certainly he’s 
real, and realistic. It was a hard business 
head, not a soft heart, that made him react 
as he did to Wilson’s crisis. He faced his 
real alternatives: fire Wilson as a liability 
or save him as an asset. He had finally 
realized that merely to “give him another 
chance” was weak and asinine. The boss 
chose conservatively to save an asset. 

But in making the decision the boss first 
had to understand that excessive drinking 
is not a sure sign of a rotten character. In 
recent years a surprising number of indus- 
trial managers have accepted the medical 
fact that alcoholism is not an act of crime 
or insubordination; it is a wasting but cur- 
able disease, like tuberculosis and syphilis, 
eating into the one irreplaceable economic 
asset—productive manpower. 

For that 432-million-dollar wage loss is a 
loss in production. According 
to the best available research, 
moderate drinkers and teeto- 
talers in industry work 14 per- 
cent more hours, earn 15 per- 
cent more wages, have 50 per- 
cent fewer accidents and ill- 
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nesses than hard drinkers. (There is no 
recognized difference in efficiency rating be- 
tween moderate drinkers and teetotalers. ) 

These percentages are taken from 
sources outside the United States, but they 
are solid and trustworthy. In 1942 an 
attempt to conduct a similar study of 
American industry was torpedoed by joint 
action of management and labor on the 


argument that personal inquiries are odious. — 


Even so, government health officers, men- 
tal hygienists and 5,000 industrial physi- 
cians have collected data that broadens the 
national field of knowledge considerably. 


A survey of absenteeism in a steel plant ' 


(covering March 1940 — March 1941) 
shows that about 3 percent of the workers 
missed working time through overdrink- 
ing. This is not a startling figure; but trans- 
late it into production language: it means 
that 382 workers lost a total of 2692 work- 
ing days. Forty-six of them were fired 
and others drew punishment-suspensions 
running from three days to two weeks. 

Any manager who dislikes even minor 
waste can find something to interest him 
in this record of work-waste. And there 
is more. Alcoholic absenteeism in an 
Atlantic state cement factory was 8 per- 
cent and in an anthracite coal mine it was 
19 percent. In both these places the high- 
est rate of heavy drinking was among the 
men doing the hot, dangerous, dirty jobs. 
As one expert summarizes the report: 

“The heavy drinking appears to have 
been concentrated so largely in the groups 
doing the laborious, disagreeable work as 
to indicate a significant trend. . . . Among 
persons in disagreeable industrial occupa- 
tions the attraction of alcohol is immense 
. . . because alcohol blunts the psychic 
sensitiveness to the discomfort.” 

But “disagreeable” tasks are partly a 
matter of personal aptitude. Many a clerk 
or traveling salesman blunts his sensitive- 
ness with liquor for the same reason that 
the miner and the kiln-worker does. The 
point is that square pegs in round holes— 
occupational maladjustment at all levels— 
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are a big cause of alcoholism in industry. 

Here indeed is food for the boss's 
thought. Add to it the recent experience 
in manpower shortage, and the old policy 
of firing drunks begins to look both stupid 
and inhuman. So the idea of saving valu- 
able human equipment is growing. ‘The 
plan is especially valuable to the small 
businessman, to whom one man’s ability is 
important. 

That is what is happening today. The 
movement to salvage inebriate employes 
still is not large, but it is making head- 
way. Reticence on the part of manage- 
ment has necessitated gumshoe work in 
order to uncover some examples, but they 
do exist. A chemical company with a 
post-war payroll of 100,000 has set up the 
system we are about to discuss. A life 
insurance company with 15,000 employes 
uses basically the identical plan. A huge 
communications concern, a multi-product 
manufacturing company, a top-notch air- 
craft engine plant and a wholesale hard- 
ware house have all made beginnings to- 
ward the same end. Each of these firms 
is well known in its field, and all prefer 
anonymity. 

Let one of its pioneers, a New England 
personnel manager, speak for the program: 

“Looking at the matter in terms of mon- 
etary values, it would seem that rehabilita- 
tion of alcoholics is a paying proposition. A 
rehabilitation program in an_ industrial 
plant employing from 10,000 to 25,000 
would cost approximately $15,000 a year. 
There may be 200-250 alcoholics who, 
given proper methods, have a chance for 
recovery. In a factory of this size, such a 
program may involve $30-$60 a person.” 


* O when Wilson arrives at the personnel 
) office, he is walking into a well-laid plan. 

“You’re a sick man, Wilson,” the man- 
ager says. “What you need at the mo- 
ment is rest and nourishment. We've 
arranged to send you to bed for four or 
five days.” 

Note that there is no mention of forced 
confinement. Wilson requires sedatives 
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for his jangled nerves, vitamins for his 
depleted physique, medical observation 
and a holiday from his relatives. Home 
will not do, but there are hospitals and 
private infirmaries which do not carry the 
stigma of an asylum. On the matter of 
who shall bear the expense there are two 
schools of thought. 

The medical director of one company 
says: 

“We not only insist that the employe 
pay hospitalization costs, but we penalize 
him with a temporary salary cut or demo- 
tion when he comes out. We think this 
makes the patient 
try harder to get 
well and stay well.” 

On the _ other 
hand, a New York 
industrial _psychia- 
trist insists that the 
victim has already 
had punishment 
enough. 

“We feel that — 
only an emotionally eats person becomes 
a problem drinker. Since we attach no 
blame, we assign no penalty. We pay hos- 
pital costs for drunks just as we do for 
any other case of nervous breakdown.” 

Back at the office at the end of his rest 
cure, Wilson will be given a thorough 
medical and psychiatzic examination by the 
company doctors. Physical ailments— 
ulcers, cancers, toothaches, constipation, 
industry-connected injuries and diseases— 
have often been the springboard to 
alcoholism. 

Uncongenial surroundings, personality 
clashes with immediate superiors, dispro- 
portionate salaries, too much or too little 
responsibility, marital spats, extramarital 
love affairs, bad company, loneliness, home- 
sickness, fear of the job or fear of losing 
it have all told the case history of heavy 
dnnkers. 

It is not difficult for a personnel depart- 
ment to take arms against this sort of 
trouble. Common sense often finds the 
remedy. Medical specialists, social workers 
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and civic and religious organizations in the 
man’s neighborhood may be called in as 
the case requires. 

But more often the treatment involves 
psychiatry. In any case, three steps follow 
in order: 

& Find the cause of the drinking. 
& Treat the cause, not the symptom. 
> Interrupt the drinking labit. 

Medical authorities are unanimous on 
one point. No alcoholic can ever hope 
to take even one beer safely. Indoctrination 
of a patient to this axiom is included in 
the third phase of treatment. Information 
about alcoholism, about his 
own psychic and biochemi- 
cal make-up is part of the 
process. In some instances 
the light of knowledge will 
sufice. But most alcoholics 
desperately need a “stopper” 
to keep them dry. 

Thus each of the firms, 
in adopting the salvage 
system, has relied heavily 
on Alcoholics Anonymous, the well-known 
group of ex-drunks who now number 35,- 
coo members in 1000 American cities and 
towns. As one personnel manager has 
testified: 

“Not everybody can be kept on the 
wagon by joining AA, but theirs is far and 
away the most successful drying-up organi- 
zation that we know about.” 


VERY reliable set of figures on alcohol- 
ism upholds this statement. AA claims 
that 75 percent of their converts make 
permanent recovery. This is 22-25 percent 
above the record claimed by any other rep- 
utable group, scientific or lay. 
For businesses not large enough to set up 
a rehabilitation program, there exist fast- 
growing facilities for outside help. Man- 
agers are beginning to take advantage of 
state and municipal clinics, such as the 
one at Hartford, Conn., which is sup- 
ported by a g percent appropriation from 
state liquor taxes. The mental hygienist 
of the Hartford clinic explains its opera- 
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tion in the treatment of alcoholics, as re- 
lated to industry: 

“We invite any employer to refer his 
alcoholic workers to us for diagnosis and 
recommendations, and for active guidance 
if so desired. A short social history of the 
patient is first taken. After he receives a 
medical examination and psychiatric tests, 
recommendations are made. If guidance 
is then requested, the patient comes under 
the care of our field workers and office 
therapists. As the revenue builds up, 
clinics wiil be established at industrial cen- 
ters throughout the state. It costs us $60 
to $100 to treat a patient. The recovery 
rate is about 52 percent.” 

With Connecticut leading the way, New 
Hampshire, New Jersey and Alabama have 
earmarked funds for treating alcoholics, 
while Maryland and Pennsylvania have set 
up commissions to study the problem. 
Fourteen cities have also begun educa- 
tional programs on the subject. They are: 


Austin, Dallas and Fort Worth, Tex.; Bos- 
ton, Mass.; Charleston, W. Va.; Daytona 
Beach, Fla.; Des Moines, Iowa; Pittsburgh, 
Pa.; Rochester and New York City, N. Y.; 
Youngstown, Ohio; Seattle, Wash.; San 
Francisco, Cal., and Washington, D. C. 

in addition to these, there are several 
national institutions which will give advice 
and send literature upon request. They 
are the National Committee for Education 
on Alcoholism and the Research Council 
on Problems of Alcohol, both in New York 
City; the National Committee on Alcohol 
Hygiene, Baltimore; the Alcoholic Foun- 
dation (AA headquarters), P.O. Box 459 
Grand Central Annex, New York City, and 
the Laboratory of Applied Physiology, Yale 
University, New Haven, Conn. 

With medical science, local governments 
and society itself alerted to new respon- 
sibilities, American business and industry 
owes it to its Wilsons—and itself—to say: 
“This time is different.” 
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Opinion, Please—in 10 Seconds 


Upon this hurrying world comes now a machine to pick the brains and announce the find- 
ings in 10 galloping seconds. It is General Electric’s new Opinion Meter, made to gather up 
small or sizable assortments of conclusions, determine the consensus and shorten the conference. 

Observe it at work: the board chairman enters and places something like a suitcase on the 
conference table. He tells the fidgeting conferees that he has brought in an Opinion Meter— 








and they should be back at their desks in much shorter time. He opens the lid, revealing a large 
white dial with a single hand. There are 11 clockwise numerals, from zero to 100 by tens. A 
factotum gives a small hand-held voting station to each member (any number to 120) and con- 
nects the station wires to the meter. All is ready then to dust opinions from the mind like lint 
from a cuff. 

Each voting station has a miniature zero-100 dial, corresponding to the meter’s, and a plastic 
pointer. It can be turned to any number in secrecy. 

So the chairman pops a question. 

Each conferee is told to dial zero if he is entirely against the proposition, to dial 100 if he 
is entirely favorable. If he is just somewhat favorable, he sets the pointer somewhere between 
50 and 100; if somewhat in opposition, between so and zero. It can also register No Vote. 

When the members have registered, the chairman flips the meter switch. Within 10 sec- 
onds the meter hums, evaluates, sorts and decides. Out of all the voting stations it shuffles the 
opinions and finds the consensus, or the average, from the negative zeros to the positive hundreds. 
The non-voters are counted, too, but their indifference (or caginess) is not evaluated. 

Never before, it is claimed, has consensus been achieved with such speed and accuracy. 
Simply to count hands, reflecting only “Yes” and “No” opinions, takes more than 10 seconds. 

The Opinion Meter (price $325, including 12 voting stations) is marvelous. But it seems 
open for refinements. The newer models should be developed to tell just how mature any of 
the fast-dialed opinions are and if the conferees wouldn’t have given altogether different opinions 
if they had mulled things over in the old-fashioned way. 
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Facts and figures about the big industries to help dispel the emotional fog 





T A TIME when our economy des- 
perately needs the chance to settle 
down and absorb the shocks of reconver- 
sion and decontrol, it faces instead another 
body-blow: a struggle over major wage 
increases, and one in which emotion and 
prejudice will loom larger than hard facts 
and economic logic. 

Both sides in the wage battle come well 
armed with facts—but different sets of 
facts. 

The employer knows this: that his 
workers’ wages today permit about the 
same living standard as before the war; 
that productivity hasn’t stepped up enough 
to support a higher living standard; that 
higher wages—particularly the flat 25 per- 
cent boost demanded—will invite not a 
higher standard but higher prices. His 
own break-even point is higher, and he 
just doesn’t believe that sizable raises are 
in order. 

The worker, on the other hand, knows 
this: that he is today earning less per week 
than at the peak of war production; that 
profits are at high levels; .that his cost of 
living has shot up so percent since the 
war began; that food alone, the biggest 
item on his budget, cost at the end of ’46 
twice what it did in ’39 and ’40. 

He is not willing to return to pre-war 
living standards, because his wartime living 
is much more vivid, and it always is hard 
to give up something once gained. From 
mid ’44 to mid ’45, for example, a steel- 
worker made $54 to $56 a week. His 
family ate well and went to the movies 
oftener. He could pay off debts and buy a 
war bond a month. Life was still rugged, 
especially if he had a son overseas, but 
the future looked good. 

About the only area of agreement be- 
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tween employer and worker is a mutual 
distaste for turning back the clock. Work- 
ers don’t care to be told that they “ought to 
be satisfied” with 1939 living standards 
any more than managers like to hear that 
they ought to be content with 1939 profits. 

Workers are steeped in the American 
ideal of progress. They naturally react 
with a “so-what” feeling to the statement 
that living standards are as high as they 
were seven or eight years ago. And in ad- 
dition it is hard to make them believe that 
the standards actually are as high as they 
were before the war. 

Many unions publicly and privately be- 
lieve the cost-of-living figures do not re- 
flect the whole increase. And many work- 
ers are not aware of the wage gains that 
were made during the war through job re- 
classification, shift differentials, portal-to- 
portal pay, and other such devices. 

In a conflict where statistics are used 
to bolster emotional positions, the public 
will do well to look at some hard facts 
about wages and earnings. Since 1940 
earnings have risen as much as living costs 
in most lines of manufacture except auto- 
mobiles, newspapers, slaughtering and 
meat-packing—and in these lines increases 
fell not much more than 2 or 3 cents an 
hour below living costs. 

In the steel, automobile and electrical 
industries, where the wage battle will be 
fiercest, the facts are these: 

STEEL: In ’39 and ’40 steelworkers 
averaged 85 cents an hour; today $1.30 or 
more. Before the ‘war they averaged $33 
or $34 a week fulltime, with allowance for 
absenteeism; today, about $50. If a steel- 
worker is still paying a pre-war rental, his 
family is now about as well off as it was 
before the war. Unskilled workers are a 
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little better off than skilled workers because 
wage increases were based on cents-per-hour 
for everybody. Raises were slightly better 
in the South than in the North. 

Thus steelworkers’ earnings have just 
about kept pace with the 50 percent rise 
in living costs. ‘That is true of most 
metalworking trades except automobiles. 


&UTOMOBILES: It’s tougher to 
“X trace earnings in auto plants because 
their products changed so drastically dur- 
ing the war. But 2 comparison between 
’40 and the fall of ’46 indicates that neither 
hourly nor*weekly earnings have matched 
the living-cost rise. Average hourly earn- 
ings have gone up from about gs5 cents to 
about $1.37; average weekly earnings from 
about $37 to $53. In either case this is 
about 5 percent less than the jump in liv- 
ing costs during the same period. 

So while the steelworkers may have an 
argument for some wage adjustment, auto 
workers have a better basic case. 

ELECTRICAL WORKERS: Electrical 
workers, on the other hand, can not offer 
such a good case. Before the war sub- 
standard wages were relatively common in 
the industry. The War Labor Board fa- 
vored eliminating them, and the union 
shrewdly capitalized on their employers’ 
power to reclassify jobs and otherwise raise 
wages without violating the stabilization 
act. Some companies later converted war- 
time bonuses into wage increases. 

Current weekly earnings in electrical 
shops today almost equal wartime wages, 
for there was less overtime in these plants 
than in the machine shops. 

In non-metal industries the wage issues 
are less acute. Printing, for example, was 
a relatively high-paid field before the war; 
pay averaged $38 per week. The printers 
didn’t get much in wartime increases, but 
after V-J Day they went to town. By 
September 1946 they were earning about 
$60 a week. Today they are about as well 
off as they’ve ever been. 

The cotton-textile workers are another 
example. ‘Traditionally one of the lowest 
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paid types of labor, they have risen from 
an average of $15 per week to $35. While 
it is true that for some low-income groups 
the cost of living has out-raced wages, it is 
not true for the cotton-textile workers. 
They are relatively better off now than they 
were before the war. 

Thus there are elements within the 
ranks of labor who have gained in real 
earnings, and who are therefore a potential 
moderating influence on those other ele- 
ments who were lifted highest by the war 
boom—and then dropped hardest. 

But these moderating groups share one 
important emotion with the steel, auto, 
and electrical unions. As workers, they 
distrust arguments advanced to “preserve 
profits.” And they don’t see the logic in 
going back to pre-war standards, which 
were not necessarily ideal. Furthermore 
they stand to gain from the spreading effect 
of wage increases in any line. 

So if employers in the heavy industries 
receive wage demands with a flat “no,” 
taking a tough stand against any and all 
increases, the effect will be to solidify the 
opposition of all union labor—even in the 
lines that are relatively well off. 

By shooting for highest possible wages, 
the CIO is encouraging this kind of stand 
—extreme demands, extreme _ resistance, 

with tightly drawn battle lines on both 
sides. The outlook, therefore, is for a 
first-class wrangle on wages—bitter and 
hard to settle. 


rg WE most hopeful part of the picture 

I is the fact that both sides dislike strikes. 
After the painful stoppages of last year, 
workers (and also their wives) are par- 
ticularly sensitive to the loss of paychecks. 
Many would be willing to settle for more 
health and welfare benefits, plus moderate 
raises. And union leaders are not anxious 
to interrupt production if they can help it. 
So if the wage increases can be adopted 
without stopping work, the economy will 
at least profit from not being hit at the 
same time by higher wage costs and lower 
volumes of production. 
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OR the privilege of being able to reach 
out to the family book-shelf, settle 
back in an easy chair, and read all 
about anything from Aachen, a city in Ger- 
many, to Zwingli, a Swiss reformer, Ameri- 
cans last year poured over 100 million dol- 
lars into the till of a business other enter- 
prises might well envy—encyclopedia pub- 
lishing. 

Like many a purveyor of less intellectual 
goods, encyclopedia publishers are now en- 
joying their biggest boom in history, largely 
for the same reason: people have money. 
For want of cars and radio-phonographs 
they regard a set of fancy volumes lined up 
in living room or library as an impressive 
substitute means of keeping up with the 
Joneses. 

There are also other reasons for the 
prosperity of the big books: the radio quiz 
program, glorifying a smattering of informa- 
tion; the general spread of education; the 
drive for more specialized knowledge. Ex- 
Gls want to read up on the places they 
saw overseas. 

Whatever the reason, the encyclopedia 
people are today distinguishable by a quiet 
but unmistakadle purr, their only gripe— 
aside from an occasional tussle over vari- 
ous practices with the Federal ‘Trade Com- 
mussion—being the inability of printing 
plants to keep pace with orders. 

Before the war a major encyclopedia 
rejoiced if it managed to unload 10,000 
sets a year. During the war government 
paper restrictions kept the industry back. 
But in 1946 the 30-volume Encyclopedia 
Americana, for example, sold 52,000 sets— 
at $159.50-and-up a throw. The Grolier 
Society, Inc., holding company for the 
Americana and publisher besides of the 
Grolier Encyclopedia, the children’s Book 
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of Knowledge, 
and _—_ Richards’ 
Topical Encyclo- 
pedia, grossed 
over 20 million 
dollars in sales. 
Ten years ago 
Grolier and ig 
Americana, then Za 

separate, together grossed only 24 million. 

Most other encyclopedias act coy about 
revealing flat figures, but will admit that 
1946 sales, percentage-wise, were way up 
over 1945: the Encyclopedia Britannica, 50 
percent more (24 volumes at $225-and-up); 
World Book, a children’s encyclopedia, 33 
percent (19 volumes at $93.75-and-up); 
Compton’s Pictured Encyclopedia, also 
aimed at children, 100 percent (15 volumes 
at $89.50-and-up ). 

The Unicorn Press, which differs from 
the others in peddling its 27-volume Funk 
& Wagnalls New Standard Encyclopedia 
by mail order rather than by personal con- 
tact, and, if desired, separately at $1.39 
each, sold 2 million volumes this way in 
the year ending last September. 

Encyclopedias make up over half the so- 
called subscription-book field. Subscrip- 
tion books are sold almost entirely by per- 
sonal solicitation and can be paid for 
in installments. Aside from the small 
army of more or less expert staff writers, 
editors, and outside authorities who fill its 
pages, an encyclopedia’s mainstay is there- 
fore its sales force. The Britannica, for 
one, had 251 salesmen in 1939, 1500 in 
1946. 

Since by and large the encyclopedia pub- 
lishers have snubbed advertising—except 
in school and library journals—as too gaudy 
an approach, salesmen are virtually their 
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sole contact with the public. Working on 
a commission basis, these agents close in 
on their prospects in a number of ways, 
usually appraising them by income rather 
than I.0. 
customers can’t sign their names to the 
sales contract; Unicorn estimates that go 
percent of its buyers have never before 
bought a book.) 

Britannica, among 15 different ap- 
proaches, uses “radiation,” trying to get 10 
names of potential customers from each 
new buyer. World Book works mostly 
through schools. Its agents arrange with 
teachers to give their pupils information 
tests, next award them “certificates of 
merit” in a club whose slogan is “We 
never guess, we look it up.” Then the 
agent hops right out to see the parent. 

The buildup over, H-hour for the 
encyclopedia is the salesman’s face-to- 
face encounter—either in office or home 
—with the family’s fund-dispenser. He 
then really struts his stuff—charts, dummy 
volumes, names of distinguished con- 
tributors of articles, and, if it’s a children’s 
work, the scientifically-determined read- 
ability of the text. He cites staggering 
statistics on the total number of maps, 
pictures, articles, even words in the set. 
Most encyclopedias range around 5 million 
words with Britannica leading by 38 mil- 
lion—or 161 miles of words. 


OST encyclopedias also feature one 

or more adjuncts to their main opus. 
This may be an annual, ranging from $5 to 
$10 in price, designed to bring their readers 
up to date each year. It may be an atlas, vo- 
cational monographs, or picture books. It 
may be a “reference service,” whereby the 
customer can write in for personal reports 
on topics not covered by the encyclopedia. 
As his clincher, the salesman stresses that 
this service comes free, the supplementary 
books at a reduced rate—if the prospect 
buys. 

If the salesman is the encyclopedia’s life- 
line, he is often also responsible for get- 
ting it in the drink. The over-exuberance or 
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downright dishonesty of individual agents 
—with or without the knowledge of. the 
home office—has plunged many a publisher 
into trouble with the Federal ‘Trade Com- 
mission. In its Washington files the Com- 
mission has a thick packet of cease-and- 
desist orders slapped over the years on 
encyclopedia outfits found guilty of un- 
fair practices. 


NE company with two afhliates was 
discovered selling three separate en- 
cyclopedias with identical content. Another 
was restrained from having his salesmen 
tell prospects they would get the encyclo- 
pedia free, but would have to pay for an 
expensive 10-year research service (well 
over the cost of the encyclopedia) to cover 
the salary of the researcher—“one old man 
in New York.” The most popular dodge of 
all plays on a prospect’s ego. He is told 
that as a prominent member of the com- 
munity he can get his set free or at a re- 
duced rate if he permits the use of his 
name elsewhere in the neighborhood. 
Even the two top, and therefore fierce- 
ly competitive, encyclopedias—the Britan- 
nica and the Americana—are not above 
a raking-over by the Commission. Still 
pending before the Commission is a 
complaint charging the Britannica with un- 


fair practice in its “15-for-1” plan, whereby 


its agents offer a school a free set of Britan- 
nica Junior, its children’s book, if—and 
when—15 parents of pupils whose names 
have been supplied by the school buy 
sets. 

The Americana is also up before the 
Commission, charged with disparaging the 
Britannica as an “English” and anti-Cath- 
olic publication and depicting itself as the 
only major encyclopedia in the English 
language which is “American throughout.” 

Another more informal curb on encyclo- 
pedia trade practices is supplied by the na- 
tion’s librarians. The bulletin of the Com- 
mittee on Subscription Books of the Amer- 
ican Library Association punctures the 
extravagant claims of the encyclopedias 
that each annual printing contains vast 
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amounts of new material under a system 
of “continuous revision.” Comparing the 
same article in two editions of one partic- 
ular volume, the librarian’s practiced eye 
found that its only revision was a word 
change—from “tram-line” to “street car.” 

In numerous instances the Committee 
has pointed out inaccuracies, the holdover 
of out-of-date material, and the failure to 
include new developments. It criticized 
the Britannica in 1945 for failing to run 
biographies of Generals Eisenhower and 
Marshall when it carried one about Mac- 
Arthur. Somewhat impishly it 
noted that the 1944 edition of 
the Home University Encyclo- 
pedia, which listed Carl Van 
Doren as an advisory editor, ran 





a biographical sketch on him 
which ended in 1936. 

But the librarians concede that most 
good encyclopedias, while occasionally in- 
accurate and out-of-date, amply meet the 
quick-reference needs of the average buyer. 
Encyclopedia publishing is a monumental 
job, both mechanically and editorially. It 
takes as many as 14 months to prepare a 
new edition, and since not all volumes go 
to press at the same time, some books in 
the same set may be more up-to-date than 
others. 

As an example of the headaches endured 
by encyclopedias, Compton’s once reported 
that Hitler’s invasion of Czechoslovakia 
forced changes in 32 separate articles, 
including Europe, Shoes, Clothing, Na- 
tional Songs, Danube River, and Civil- 
ization. 

Granddaddy of all encyclopedias is the 
Britannica, in age (179 years) and in 
prestige. As a result it is the natural tar- 
get of much trade jealousy. While grudg- 
ingly admitting its eminence, other encyclo- 
pedias maintain that it is toc technical for 
any but college professors. Its competitors 
ride the British theme hard (though 
Britannica has been owned and published 
in the U. S. since 1902), pointing out that 
its spellings are British (“labour’ not 
“labor’), that it is dedicated by permission 
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not only to President Truman but to 
George VI, that it devotes more space to 
English aspects of a subject than to Amer- 
ican. 

Impervious to such pot-shots, Britannica 
majestically goes its own way—a_ highly 
profitable enterprise reported worth 10 mil- 
lion dollars-plus. It has behind it a long 
history of financial ups-and-downs. During 
the First World War it drew close to bank- 
ruptcy. In 1920, Sears Roebuck, which had 
been advertising a “handy edition” of the 
Britannica along with such catalog special- 
ties as long winter underwear, 
bought the encyclopedia for one 
million dollars. In 1942, with the 
venture again prosperous, Sears 
presented it as a gift to the Uni- 
versity of Chicago. 

Added to its main set, Britan- 
nica publishes an atlas, a yearbook, Brit- 
annica Jr., children’s books, and classroom 
films, and sponsors a traveling collection 
of American art. If that were not enough 
to establish it as a sort of super Culture, 
Inc., it now plans an encyclopedia of mu- 
sical masterpieces (with records), a series 
of Great Books, and, for next year, a four- 
volume set called Ten Eventful Years. 


RITANNICA is perhaps best known 

to the public through the publicity it 
receives on the radio show Information 
Please, which awards an average of 2.1 sets 
per week to those stumping experts. Occa- 
sionally Britannica’s salesmen run into a 
prospect who hesitates about buying be- 
cause he’s so sure he’s going to win one 
on the radio show. ‘To such a prospect 
Britannica promises to refund the purchase 
price if within 90 days he wins a set on 
Information Please. It has had to make 
such a refund only three times. 

That well illustrates Britannica’s hold 
on the information-hungry public, but its 
editorial staff has another anecdote to prove 
it: One woman who bought the set wrote 
in to complain: Britannica—that fount of 
knowledge—had failed to provide her with 
the name of the Unknown Soldier. 
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Sa: Our present houses cost 


too much, are not sensibly 
planned, too closely follow con- 
vention and tradition, are too 
expensive to maintain, deteriorate 
too fast, etc., etc. Beginning 
with the nation’s capital, the 
slums of America are one of our 
greatest shames. 

Gates Ferguson 
The Celotex Corporation 
Chicago, Ill. 


a an observing cus- 


tomer asked me how many of 
the boys in my store were my 
sons. I said there was no blood 
relationship at all. The cus- 
tomer said they showed loyalty 
to me of a degree only found in 
good sons. At another time a 
salesman remarked, “What is go- 
ing on here? What is all the 
pep about? They make you won- 
der which one owns the store.” 

I credit it all to our bonus 
payment plan. Each employe re- 
ceives a weekly wage comparable 
to similar job holders in this 
community. From “0s experi- 
ence I ascertained how much 
business we must do in one year 
to pay those wages, take care of 
all other business nses, allow 
a reasonable profit for the man- 
agement and investment. This 
we call our base volume. The 
weekly wage of employes we call 
their base pay. All sales volume 
for the year over this base will 
be transposed into percentages of 
increase and each wage earner 
will receive a check to bring his 
wage up to the same percentage 
increase. The annual base busi- 
ness volume is not frozen. I re- 
serve the right to raise it if profit 
percentage slips or if operating 
expenses jump too much. Also 
if profit margins increase and 
operating expenses decrease I 
promise to reduce the base. 
These rules inspire a healthy in- 
terest in the careful operation of 
our business. Of course these 
powers of adjustment could be 
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cause for dissatisfaction if I failed 
to keep the confidence of my 
staff. 
A. R. Schlichter 
Hardware Dealer 
Marlette, Michigan 


Stezvm what you might call 


a little businessman. I make 
husky rowboats and small in- 
board motorboats at a popular 
price so that more people who 
always wanted to enjoy fishing 
and hunting or just paddling 
around can have their own boat. 
We find the only way to get 
along is to work hard and keep 
everlastingly at it. It’s about 
time the businessmen of the na- 
tion prove by “DOING” that 
they are more experienced and 
better able to run business and 
produce good times than the 
politicians. 

J. Franklin Boreland 
Boreland Boat Co. 
Brooklyn, N. Y. 


SBbesrieintenance of our capi- 


talistic system is essential to the 
preservation of real freedom, but 
we will not succeed in maintain- 
ing it unless we increase the 
number of people who really 
want it. A great proportion of 
the limited number of people 
in management or in the pro- 
fessions understand why it must 
be maintained, but there are 
many millions who are eco- 
nomically illiterate ard there- 
fore do not understand. They 
must be shown to their own sat- 
isfaction where enlightened self- 
interest really leads. There are 
professors in our colleges in fields 
other than economics or busi- 
ness who with the best motives 
in the world are permitting the 
thoughts of the present genera- 
tion to be led astray. 

H. C. Moore Jr., Treasurer 
wew England Gas & Electric Assn. 
Cambridge, Mass. : 


Steer ew labor unions or labor 


leaders have endeavored to win 
seats on the panel of manage- 
ment in various industries. Such 
positions would familiarize them 
with the problems of industry. 
A simple expedient in winning 





a voice in management and fre- 
quently control of management 
would be to set aside a substan- 
tial portion of union dues for 
the purpose of purchasing a sub- 
stantial share of the industry’s 
stock and thereby not only serve 
the industry in the form of labor 
performed but become part own- 
ers in the industry. The crux of 
the plan lies in the fact that if 
labor strikes it strikes against the 
owners and the owners to a great 
extent would be the laborers 
themselves. 

Abraham N. Schwartz 
Washington, D. C. 


Sh: Isn’t it about time that 


we recognized labor unions for ex- 
actly what they are: brokers in 
labor—commission merchants in - 
personal service contracts? 

It is clearly in the public 
interest to establish through 
Federal legislation standard fees 
for labor brokerage service. It 
also is in the public interest to 
formalize the contract between 
the broker and the client. 

The contract I envision is a 
clear, concise agreement stating 
hourly rate, minimum hours 
weekly, number of weeks or 
months covered by the contract, 
and particularly the amount in 
dollars the employer engages to 
pay the employee as definite, 
minimum compensation over the 
life of the contract. 

Each worker has his own 
employment contract and he also 
has security of income for a defi- 
nite period. He is able to 
plan ahead. The contract also 
permits the employer to plan 
ahead, as he plans his raw ma- 
terial and other schedules. 

Earle Crowe 
Pasadena, Calif. 





Sop crave someone write an 


article giving a sound reason why 
“Rent Control” should be re- 
tained. There are many specious 
reasons. This one must stand 
up. I have been in the real 
estate business since 1898. Maybe 
I can’t learn, or was just “born 
30 years too soon.” 

Samuel M. Hughes 


Quincy, Ill. 
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Sv: When we stop to think 


that truck drivers, newsboys, ele- 
vator operators and many other 
unskilled people earn far more 
than school teachers, it is a won- 
der we have any teachers. If we 
are to meet and handle “the 
changing times,” if we are to 
cope with domestic and world 
problems, we must have good 
citizens to handle them. If we 
are to build good citizens, we 
must have good schools, and to 
accomplish this we certainly must 
have good, well-trained,’ well- 
aid teachers. We must raise 
the standard of pay to such a 
point that the teaching profes- 
sion will attract the highest type 
of men and women. Every busi- 
nessman who wants stability in 
business, who seeks a favorable 
return on his investment, should 
get behind a movement for an 
immediate improvement in teach- 
ers’ pay. It seems to me that 
“Better Pay for Teachers Clubs” 
should be formed in every com- 
munity. Legislators should be 
petitioned to take some speedy 
action. It is dangerous to think 
what can happen if something is 
not done about it. 

Harry B. Russell 
Russell Motor Company, Inc. 
Junction City, Kan. 


Sh: After more than a quarter 
of a century in the marketing of 


industrial products as salesman, 
sales manager, advertising man- 
ager, and advertising agency part- 
ner, I am convinced there is no 
more wasteful activity in business 
today than industrial distribu- 
tion. When a manufacturer is 
compelled to cut a cost he looks 
to the manufacturing end and 
blithely disregards inefficiencies 
in the marketing end. I know a 
manufacturer of light machine 


tools whose selling costs are close 
to 50 percent. I happen to 
know that he is selling through 
the wrong outlets and that he 
could cut his expense down 
around 25 or 30 percent, if he 
would sell direct in the main 
manufacturing centers, instead 
of through mill supply distribu- 
tors exclusively. There are many 
cases like this and it all adds up 
to a tremendous industrial waste. 
Charles G. Thoma 
Thoma & Gill 
Newark, N. J. 


Sesjus as soon as employer 


is willing to put himself out in 
mill or factory and imagine his 
employe is sitting in his chair 
in the office and then treat his 
employe about halfway like he 
would like to be treated if the 
employe were the boss, all labor 
troubles would be solved. That 
is our policy, and we have never 
had any labor trouble. 

J. Lee Keiger 
Indera Mills Co. 
Winston-Salem, N. C. 


SPosrmong the subjects I 


hope your magazine will take up 
early is this matter of strikes. I 
think we all need help in arriv- 
ing at a program for legislation 
that will put business and labor 
organizations on a level with 
each other. Most of us who are 
in small businesses are at sea as 
to what actual step-by-step moves 
would be sensible, effective and 
yet impartial and fair to both 
sides. Certainly the spectacle we 
are witnessing nationally today is 
deplorable—and serious. 

The most sensitive nerve in 
both the business and the labor 
side is the pocketbook nerve, anc 
I'd like to see equal responsibil- 
ity rest on both sides, with equal 


penalties for violations of law. 
These secondary boycotts, to my 
mind, harming perfectly inno- 
cent parties, are ou us and 
are just like the antics of spoiled 
children. 

Theodore B. Fokes 
Lincoln Products Corporation 
Portiand, Me. 


Serie we suggest that you 
include in your magazine all new 
information on general construc- 
tion and building. It has been 
our experience in the past six 
months that every person who 
ever knew anything about build- 
ing has turned into a contractor 
of some sort or another to get 
in on the big building boom. 
It is evident that all sorts of 
new ideas will be coming out 
daily in the contracting trade. 

John Lotz III 
The Lotz Home Insulation Co. 
Hartford, Conn. 


SMeaiave already subscribed to 
Kiplinger Magazine but have just 
learned that you intend to per- 
forate its pages. I want to com- 
pliment you on what I believe to 
be the smartest and most logical 
innovation made during - 
memory. I am sure you will 
continue the practice because 
thousands of your readers will be 
grateful for the use which pages 
can be torn out for filing or spe- 
cial routing. 
David R. Webster 

Executive Vice President 
Reznor Manufacturing Co. 
Mercer, Fa. 


) ewe cannot have too much 
elp along the idea of good la- 
bor relations. 

Roy C. Armstrong 
San Gabriel, Calif. 
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for an assist in the article on Teachers. 


READERS OF THE KIPLINGER MAGAZINE, who are all “volunteer associate editors,” 
have had an important hand in at least three articles in this issue. We are indebted to Paul M. 
Bryant, BenMont Papers, Inc., of Bennington, Vt., for suggesting the article on Alcoholism; to 
I. F. Woodrow, vice president of the Automatic Washer Company of Newton, Iowa, for the 
idea which prompted the article on Inventories (we printed his letter as an Inventory article in 
January), and to Harry B. Russell, head of the Russell Motor Company, Inc., Junction City, Kan., 
Contents of the articles are our own, of course, and no 
responsibility attaches to readers for the views expressed, but we’re obliged for stirring us up. 
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N_ industrial production formula 
called “Cost Savings Sharing” has 
solved for a large Detroit factory 
the acute problem of how to increase 
worker productivity with enthusiastic co- 
operation of a union. The formula has 
been so successful that it is now being 
studied by Standard Oil, U. S. Rubber, 
Macy’s and other big companies. 

The plan was conceived in crisis. Presi- 
dent Wendell W. Anderson of the Bundy 
Tubing Company looked at the fabrica- 
tion plant which employed 75 percent of 





pany and its workers would each get $25, 
ooo. The workers’ shares are computed by 
dividing $25,000 by the man-hour total 
for the period. If 150,000 man-hours are 
worked, each employe gets nearly 17 cents 
extra for every hour worked. 

All hourly workers, including janitors, 
share equally on the basis of hours worked. 
Every three months independent auditors 
check the company books and the formula. 
They do not open the company’s records 
to the union. 

Management and union, after intense 

scrutiny, accepted the formula. In six 





months worker efficiency rose from 55 


SHARING COST SAVINGS ¢° 74 petcent of pre-war. Absenteeism 


fell from g to 6 percent; tardiness, 








Bundy’s workers. It was losing money 
steadily. Worker efficiency was down to 
55 percent of pre-war standards. He issued 
an ultimatum: increase worker output or 
the firm would abolish the fabrication de- 
partment, terminating 700 employes. 

As an aggravation, there was tension be- 
tween the company and the CIO union. 
In the dark hour Ernest A. Gratton, Bundy 
controller and assistant treasurer, devised 
the “Cost Savings Sharing” plan. 

It provided that all savings made in pro- 
duction costs be shared equally between 
the company and its hourly-rate workers. 
The extra earnings are determined by the 
ratio of labor costs to sales value of pro- 
duction. ‘The period from October 1, 
1945, through January 22, 1946, was used 
as a base for computing labor costs. The 
company found that 30 percent of each 
net sales dollar was paid out in hourly 
wages in the period. 

Every three months the company totals 
the sales value of production and the hourly 
wages paid for the production. If wages 
total less than 30 percent, the savings are 
split equally between the company and 
workers. 

Assume that production had a 1 million 
dollar sales value and $250,000 was paid 
in wages. Under the 30-percent formula, 
this means a saving of $50,000. The com- 
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loitering and shop grievances dimin- 
ished. Workers began policing each other. 
They welcomed new equipment and new 
processes. 

The formula fixed no ceiling on employe 
earnings. The union insisted on this and 
the company willingly went along. Now 
company Officials say the hourly bonus 
probably will continue to nse sharply, pos- 
sibly to 40 cents an hour or more. 

The plan saved the fabrication depart- 
ment and 700 jobs. It gave workers an 
average of 20 cents more pay per hiour— 
in addition to the 1814-cent wage increase 
which kept Bundy’s basic wages in pace 
with national increases. It caused a plant 
expansion and brought company employ- 
ment to 1300, higher than the wartime 
peak. 


OMPANY and union spokesmen re- 
mind that demands for Bundy prod- 
ucts have risen during the CSS trial period; 
they are not sure how the formula will work 
should the market tighten and prices fall. 
But any extra-payment device is threatened 
under such conditions. ‘The pressure for 
higher wages would ease if prices and liv- 
ing costs drop. The company sees the 
formula as a practical answer to the prob- 
lem since it ties hourly wage increases to 
increased worker productivity instead of to 
cost of living. 
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WATCH YOUR 





INVENTORIES 








AUGHT between the conflict- 
C ing shortages of customers and 
sources of supply, with the market 
specialists buzzing warnings in his 
ear, the U. S. businessman is in a 
tight spot as he faces the 
inventory problems of 1947. 

For months, if he’s a 
wholesaler or retailer, he’s 
been pyramiding his orders, 
with only a trickle of sup- 













relies heavily on deliveries, Brothers 
pays attention to manufacturers’ and 
wholesalers’ inventories, too. But 
first he studies the general retail 
position, accenting statistics of de- 
partment store stocks, com- 
mitments and sales today 
compared with a normal 
pre-war year. Here are the 
latest comparative figures, in 
millions of dollars: 


plies. If he’s a manufac- oer ‘ns 1941 1946 
turer, he’s groggy from P PADS! SCARCE Stocks .... $374 $879 
counting machines that 4"@ future orders. With = oo — 
couldn't be completely as- demand crowding supply,  Sales..... 132 338 
sembled for lack of parts, pone pyc . a Bales : 

bits of furniture that plan abea@ Brothers has checked 





couldn’t be stuck together 
for lack of glue. Now, with 
production catching up, inventories stacked 
high and prices rising, he is suddenly told: 
better be careful, or those expensive stocks 
may prove a groaning weight on the 
shelves. 

But market-wise manufacturers amd dis- 
tributors are refusing to be stampeded. 
Instead they are taking a long cool look at 
some simple statistics which can help them 
avoid inventory trouble as the economic 
picture changes. 

The statistics on the breakdown of in- 
ventories, industry by industry, product by 
product, aren’t complete. Project today’s 
picture of market demand only a little into 
the future, and it blurs quickly. But by 
matching certain key figures with what he 
knows of conditions in his own bailiwick, 
a businessman can apply his own safety 
measures. 

A case in point is William Brothers, 
manager of a medium-sized, but smart and 
prosperous, department store in an eastern 
city. Since he has a quick turnover, and 
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these figures — particularly 
that outsized estimate of 
orders, and its ratio to stocks and sales— 
with his own day-to-day experience. Stocks 
are high, yes; but many lines in demand 
are only beginning to come in. Mean- 
while sales are holding up pretty well. 
Business is back on a more competitive 
basis. But unless prices skyrocket, Broth- 
ers foresees customers with money to spend 
right through ’47. 

It’s the size of the 1946 figure for out- 
standing orders that has led Brothers to 
revise his buying policies. Commitments 
in 1941 were about half the value of stocks. 
Last year they were actually greater (re- 
placement costs are higher than average in- 
ventory costs). Comparisons for whole- 
salers show roughly the same pattern. 

These facts do not indicate that all ac- 
cumulation is dangerous. In some lines— 
clothing, leather articles, home textiles, 
furniture—Brothers has to seek more stocks; 
in other lines, he is trimming. Of one 
thing he is sure: his job now is to sit down 
with his order book and, where he can, 
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bring his inventory into balance, while— 
as a must—reducing total commitments. 

Like other merchants, Brothers finds 
that much of his inventory consists of 
what his suppliers could ship, not what his 
customers wanted, and he had foreseen 
there would be much dead weight in his 
stock after the turn of the year—sport 
shirts that flooded in throughout ’46, table 
radios, miscellaneous houseware and other 
items where production crowded demand. 
He surveyed these categories, sold as 
much as possibie im the holiday season, 
spotted the rest for markdown sales. He 
no longer snaps supplies indiscriminately 
from the wholesalers, but defers orders un- 
til he can get goods priced for the low and 
middle-income groups. 

Thus today Brothers is buying in terms 
of a model inventory, relying on what his 
experience tells him, plus what the cus- 
tomers ask for, plus what his sources offer. 
Combining all three, he is placing future 
orders sparingly, always aiming to move 
scarce items onto his shelves and to cur- 
tail those not in demand. ‘This is easier 
said than done; the most popular items 
and sizes are still hardest to get. But it’s 
better to make the effort than to be over- 
stocked and forced to liquidate. 

Brothers’ final advice to his fellow mer- 
chants is: watch textile, apparel and leather 
inventories. Right now these are the low- 
est and demand is high. But they are also 
the inventories which get topheavy quick- 
est, and shipments are catching up. As 
early as last October, some stores radically 
restricted orders of apparel (except men’s 
clothing) and insisted on a firm date of de- 
livery. 

Apart from the: sharp eye he keeps on 
trends as well as focal conditions, Brothers 
is not much diiterent from the thousands 
of retailers who gross from $20,000 to $200,- 
000 per year. But in the matter of future- 
orders versus stocks-on-hand, his thinking 
has jibed remarkably with that of the giants 
of retail, the New York and Chicago de- 
partment stores and mail houses. 

The big fellows are unhappy about the 
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fact that their commitments have been 
stretched out from three weeks to (in 
many cases) four months. It worries 
them to know that in some lines they have 
outstanding orders equal to seven months 
of sales. This pyramid, backed up on the 
wholesaler and the manufacturer, has been 
building to a peak just when production 
was catching up. Much of the material in 
distributors’ hands may become unsalable 
as better and cheaper lines come in, and 
part of the loss also touches the manu- 
facturer. Market specialists view this at- 
titude as encouraging, and hope retailers 
may have learned a lesson from 1920. 

The yellowed pages of any New York 
paper for May 30 of that year carry a 
Wanamaker’s advertisement which made 
retail history. It announced that the store 
was selling everything in stock at 20 per- 
cent off. Other stores followed with mark- 
downs as much as 50 percent. Before the 
storm was past, U. S. retail trade had lost 
11 billion dollars in inventories. 


ry \HE big merchant can speculate on in- 

i ventories more safely than the small 
retailer. He has more margin and his mar- 
ket position tells him when to unload. But 
it’s risky for everybody, and this time it 
looks as though the big fellows have pre- 
ferred to build up their reserves and pre- 
pare for a change in the sales barometer. 
Even the variety chains, more secure be- 
cause of their diversified stocks, quick turn- 
overs and low prices, are being careful. 

The little retailer whose armnual gross 
would be a drop in Macy’s bucket often 
cannot take adequate financial precautions; 
yet he is in a period when bankers look 
twice at requests for inventory loans. But 
there’s nothing to keep him from bringing 
orders into better balance with stocks and 
sales, and concentrating inventory in basic 
items. 

What’s true for distributors goes for 
manufacturers, too, especially the smaller 
ones. The small manufacturer with in- 
sufficient reserves can easily dupe himself 
by carrying inventory at too high a value. 
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If prices skyrocket and then 
drop, he will have tough going. 
Economists recall the pain- 
ful example of Goodyear Tire 
& Rubber in 1920. The com- 
pany’s position seemed very re- 
assuring, gauged by the book 
value of its extensive stocks. 
But its total rubber inventory 
was carried at the price of its 
latest purchases. There was no 
reserve against the day when 
a price-drop might let the air 
out of the tires. The drop 
came. Goodyear went flat. 
Seiberling, its president, chiefly 
blamed the inventory mistake. 
There is no basis for panic 
in the implied comparison. 
The situation is one an alert 
manufacturer might actually 
turn to his advantage. By ad- 
justing in time to the new 
conditions imposed by distributors, he 
could put his company on a sound com- 
petitive basis and look forward without 
fear to anything short of a major change 
in the market. 


STOCKS: 


UTURE orders carry a double danger. 
When the wholesaler or retailer piles 
them up on the manufacturer, he in turn 
has to multiply orders for raw materials 
and other supplies. A situation could de- 
velop where cancellations from his custom- 
ers start flowing in, just at the time when 
he’s getting full delivery on his own orders. 
Under these circumstances, manufacturers 
can protect themselves by reviewing un- 
filled sales contracts. The man who knows 
how many cancellation clauses he’s threat- 
ened with, and their terms, will lose no 
time in checking production and delivery 
schedules. ‘The man who can shrewdly 
guess how many orders have been dupli- 
cated with other manufacturers, or how 
close the market is to saturation, will place 
his own orders more carefully. 
Energetic businessmen are humping 
themselves today to meet customers’ exact 
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: specifications. They know that 


the man who does his best 
to produce men’s suits in 
the sizes wanted, children’s 
shoes within reach of the fam- 
ily budget, electric appliances 
of pre-war standards, will be 
remembered when the retailer 
concentrates his future buying. 
They find that it is wiser to 
deliver on the agreed date. 
Without undue pessimism, 
many market specialists are in- 
. clined to discount over-all con- 
sumer demand, at least to the 
extent of balancing it against 
expected price increases. One 
top New York retailer is fond 
of the story about the man 
who, needing a hat, went to 
seven haberdasheries trying to 
buy one. He helped build a 
picture of market demand in 
seven merchants, but he only wanted one 
hat. 

No matter what the demand for their 
product now, market-wise firms are build- 
ing up their consumer relations. 

A final problem has loomed up with 
the end of government controls. Pre- 
sumably this will speed the manufacture 
of scarce products, hitherto unprofitable, 
and thus hasten the balancing of inven- 
tories. How much this trend will be offset 
by shortages, higher labor costs, strikes, 
price rises, is anybody's guess. 

But it’s not a matter of guesswork that 
finished-goods stocks, which have fluctuated 
less in manufacturers’ inventories than raw 
material holdings and goods-in-process, are 
now on the up curve. The time of pipe- 
line-filling is practically over, even though 
shortages (in steel, non-ferrous metals, 
automobiles, electrical appliances, hard 
fibres, clothing, shoes) will continue into 
spring and later. The wise businessman of 
1947 will be the one who brings his future- 
orders into manageable proportions and his 
stock-in-hand into balance, before that up 
curve flattens out or dips down. 
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The Big TA xX EVA S l O N Roundup 





HE federal government is quietly de- 

ploying 27,000 tax agents throughout 
the nation on a double mission: (1) to 
track down the income tax cheat with un- 
precedented relentlessness, and (2) to help 
tens of thousands who have made honest 
mistakes in their returns get right with the 
Bureau of Internal Revenue. 

These agents are the shock troops of the 
most resolute campaign ever undertaken to 
enforce U. S. income tax laws. The drive 
should reach a crest early this year wlien 
several thousand of the investigators com- 
plete basic training in the art of flushing 
out income tax evaders and detecting and 
correcting honest errors. 

Those innocent mistakes are the big 
thing. They have cost the government mil- 
lions in the past, and in catching them the 
Treasury expects to profit far more than in 
nailing the artful dodger. But the stepped- 
up tax evasion campaign also means that 
many a small chiseler will now take the 
same medicine mostly reserved heretofore 
for the grand swindler. 

It doesn’t matter if the tax dodger 
“saved” $100,000 by hiding ownership of 
a string of New Jersey nightclubs or a few 
dollars by overestimating what he dropped 
in the collection box at church. The gov- 
ernment is out to get an honest count from 
all taxpayers. A plumber, a night watch- 
man, a clerk or a taxi driver can figure on 
his return getting a close scrutiny this year. 

Very few agents of the Internal Revenue 
Bureau spend their time prowling Miami 
Beach and the racetracks for big spenders. 
Most of them have prosaic jobs at desks 
and adding machines. They are the ones 
who put the average return under the 
microscope for evasion—honest and dis- 
honest. 

If the idea of having his return analyzed 
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by these experts is alarming, a chiseler can 
confess his violation and make a deal. He 
won’t win, but he may stay out of jail. All 
he has to do is pay the evaded taxes, plus 
penalties and interest (up to 50 percent 
of what he ducked in some cases) and his 
nose is clean. He may be broke but he’s 
at large. 

More than 150,000 taxpayers have taken 
advantage of this kindliness on the part of 
their government and paid into the Treas- 
ury 197 millions in the past 17 months. 

But the enforcement agents are after 
those who don’t come in voluntarily. 

Like the Midwest livestock dealer who 
was caught in a substantial understate- 
ment of his income. His excuse was 
that he worked harder than most people 
and shouldn’t pay as much tax. He paid. 
Or the farmex who reported only a fifth of 
his income. He explained with sweet un- 
reasonableness that he wasn’t “as scrupu- 
lous about those things as some people.” 


OCTORS and dentists would have an 
easy time avoiding income taxes if it 
weren’t for the endless curiosity of the gov- 
ernment’s income snipers. They can easily 
pocket cash fees and forget to tot them up 
in the office books. Some even insist on 
cash payments for that reason. This is ad- 
mittedly one of the trickiest dodges the 
income tax men have to tackle—but they 
have a file case of convictions. 

The agents expect to go right on trap- 
ping the big-money chiselers, intelligent 
enough to make huge incomes and stupid 
enough to try threadbare tricks trying to 
hide piles of money that can’t be hidden. 

One of the biggest fish landed by tax 
agents last year was Henry Lustig, million- 
aire head of the lush Longchamps restau- 
rants in New York. He and his nephew, 
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E. Allen Lustig, 
and three em- 
s:. ployes were 

a indicted on 23 
E counts of evad- 
fe ing $2,827,766 


— in income tax 


between 1940 
and 1944. 
Two em- 





ployes_ testified 
in the trial that Henry Lustig had kept 
two sets of books, one with fake purchases 
and watered-down sales and the other—the 
true record—for himself. His unreported 
weekly income topped $40,000. His 
nephew had carried his long-dead mother- 
in-law on his income tax returns as a de- 
pendent. Joseph Sobel, Lustig accountant, 
kept the books. 

Henry Lustig drew a four-year jail term 
and a fine of $115,000. He is out on bail 
to appeal. Penalties and interest may cost 
him 8 million dollars on top of the fine. 
Nephew Lustig got three years in jail; 
Sobel, the bookkeeper, two years. 

A letter was the tipoff on Harry 
E. Jacoby’s finagling of his income tax 
payment. It told federal agents that this 
Chicago rubber executive was spending 
money right and left in Florida, that he 
owned a racing stable and often carried 
$100,000 around in his hip pocket. In spite 
of apparent affluence, Jacoby, they dis- 
covered, paid only $9171 income tax on 
his firm’s underestimated $37,572 net in- 
come between 1941 and 1944. 

A little digging disclosed that many of 
his corporation’s sales had been concealed 
and the proceeds diverted to Jacoby’s 
pocket. He was indicted and the govern- 
ment dunned him for $411,787. In 1946 
he was sentenced to a year and a day and 
he offered a compromise payment of $200,- 
ooo, which he said was every cent he had. 
He was forced to sell two racehorses, 
“Good Bid” and “Cracks,” to make up 
the settlement. He still went to jail. 

Tax informers (who get up to 10 
percent of whatever additional taxes the 
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chiseler is compelled to pay) helped the 
government collect about 1 million dollars 
last year and they were paid $55,000 for 
their whispers. In ten years the Treasury 
has collected 20 million on tips and paid 
out to informers $675,000. This bounty 
on chiselers has been law since 1880. 

But tax agents don’t depend on inform- 
ers. They operate along time-tested lines. 
Close tab is kept on banks for instance. 
Unusually big cash deals, particularly in 
bills of large denominations, are always 
considered suspicious. 

The black market was a pet hunting 
ground for tax agents and particularly if 
the black marketeer dealt in illegal liquor. 
The government harvests 2 billion dol- 
lars a year in legitimate levies on alcohol. 
Still the files bulge with liquor black mar- . 
ket income tax evasion cases. Last year the 
Treasury got 181 convictions out of 250 
indictments in a special campaign against 
the liquor underground. 

Two of these cases involved partners 
Max Cohen and Robert Carnahan, fat cats 
who helped keep the liquor store shelves 
of “dry” Wichita, Kans., full of the best. 
Federal men found their slot-machine and 
bookmaking sidelines pretty good too, ani 
estimated that Cohen was knocking over 
$4000 to $6000 weekly and Carnahan 
nearly $3000 at times. For the years 1941 
and 1942 both of them underestimated 
their incomes anywhere from 50 to 75 per- 
cent Cohen got one year and a fine of 
$15,-0, but tax claims boosted that to 
over $100,000. Carnahan’s sentence was 
the same. 


HE government is spending a little to 
get a lot in the expanded fraud detec- 
tion program. So far the cost of enforce- 
ment and investigation is running about 
$35 of tax income to $1 of cost. 
Collection of additional assessments 
are away up: 920 million in the fiscal 
year Of 1945, a billion and a quarter 
for 1946, and an estimated billion and 
three quarters for the year ending June 30, 
1947. With the added investigators, the 
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». government expects to 
|.make its biggest hauls 
= from now on. 

Catching corpora- 
tion tax evaders is a 

ee slippery procedure but 
the tax beets have made it pay hand- 
some returns. ‘There was the Fresh 

Grown Preserve Corp. case. The com- 

pany claimed virtuously that it was in 
the business of supplying jams and jel- 
lies to the U. S. Navy. Murray and Leo 

Greenberg, who ran it, got 25 million 
pounds of scarce sugar to concoct these 

sweetstuffs for the gobs. The government 
charged that instead they sold it to soft 
drink bottlers (the Navy didn’t get a dab 

of jelly from it). It all added up to a mat- 
ter of a million dollars in unpaid taxes. 

The Greenbergs were no pikers at 
bookkeeping either. ‘They reported the 
company’s income for the year ending May 
31, 1944, was $57,370. But the Treasury saw 
the jam concern’s income as $1,182,106 
and taxes as $976,068. ‘The Greenbergs had 
tried to hide irregular sales by cashing 
checks with a New York check cashing es- 
tablishment. They were sentenced to three 
years each on charges of trying to evade 
payment of $945,000 on corporation in- 
come. 

Within a year Bert K. Naster tobog- 
ganed from the presidency of the Super- 
ior Electrical Industries of Chicago to 
bankruptcy when he undertook an ambi- 
tious tax swindle. He sold war-scarce elec- 
trical items all over the country at over- 
ceiling prices and hid the money in a half 
dozen banks under different names. The 
government cited him for 57 violations of 
WPB orders and income tax evasion. 

Naster pleaded guilty and got five years. 
His total tax liability for four years, 1940 
through 1943, was $404,000, including pen- 
alties and accrued interest. Federal Judge 
Elwyn Shaw did not assess fines, which 
could have amounted to $40,000, because 
he remarked the government would get 
all Naster owned anyway. 

But it is the run-of-the-mine income tax 
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contributor who is tagged for the bulk of 
fresh money to be collected in the new 
tax drive. Investigative agents sifted the 
returns of 1,446,900 taxpayers in a nine- 
month period and almost exactly half of 
them were tapped for additional taxes. 
Only 2734 of them were listed as involv- 
ing fraud. The vast majority were simply 
mistaken, according to T. C. Atkeson, as- 
sistant to the Commissioner of Internal 
Revenue. 

“You know as well as I that understated 
tax is not due in large part to willful at- 
tempt to evade,” he says, “but in the main 
to misunderstanding of tax rules or care- 
lessness in record keeping.” 

Atkeson has a warm affection for most of 
us “who year after year without fanfare, 
without any ‘holier-than-thow’ attitude— 
but with the perhaps understandable 
American gripe against taxes—square their 
accounts in an honest and straightforward 
fashion, reflecting an integrity born of an 
inherent sense of common honesty. ‘These 
people are tax collectors too, for by their 
conduct they serve to isolate the willful 
cheater and magnify his shameful guilt. 
To them belongs a major share of the 
credit for tax enforcement.” 


ry UT the government is equipped to 

» take care of the rest of that enforce- 
ment—the chiseler’s share. Each of the 
army of 27,000 tax agents has to know ex- 
actly what he is doing before the Treasury 
turns him loose on the nation’s 47 million 
individual taxpayers. ‘The Treasury runs 
training schools for them, and each new 
recruit is given an intensive training 
course in income tax law, and miscel- 
laneous tax phases. Before special agents 
get regular assignments they are also given 
an enforcement course. 

The tax cheat may demonstrate imagi- 
native genius of a high order in devising a 
scheme to dodge the tax but it is almost 
always inferior to that displayed by the 
agent assigned to cover it. Government 
files and government jails are full of the 


proof. 
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TRIUMPH IN TERRE HAUTE 


Dynamic leadership helps conquer business and moral decay 





IDWESTERNERS as a group are 

touchy about glib generalizations 
concerning the Midwest, but there is one 
with which many of them ruefully agree: 
its cities are a headache. 

Up to a point, the pattern of most Mid- 
west cities has been similar. They all grew 
helterskelter from log cabins or trading- 
posts, in five generations or less. Millions 
of immigrants followed the first home- 
steaders, and the cities, large and small, 
shot up faster than they could assimilate 
their inhabitants. 

All of them had indigestion, or worse, 
as a result; some, like Milwaukee, so long 
ago that it’s been forgotten. A few, like 
Cincinnati with its city-manager plan, be- 
came pioneers of good government. But 
for every one of these, there have been two 
or three others chronically in distress. 

Detroit, for example, with its rat-ridden 
neighborhoods, its labor unrest and its 
racial violence; Chicago with its 50 brawl- 
ing, unassimilated nationalities, its rackets 
and corruption. And a sorry succession 
of smaller cities, saddled with crooked 
politicians, leeched by assorted rackets, 
commercially moribund. 

And then there is Terre Haute. 

Spread along the Wabash River, Terre 
Haute and its 85,000 citizens are important 
because they have been through the whole 
sickening cycle, and then shaken off politi- 
cal corruption and apathy to prove an im- 
portant point: good city government—a 
fine thing in itself—can be made an 
economic asset. ‘This demonstration oc- 
curred at a time when many Midwesterners 
feared the region’s growth had been cut 
short, and that industry, population, pros- 
perity, would gravitate in the future to the 
Pacific Coast, or even to the South. 

The city’s 20 years of sin, and its subse- 
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quent reform under Mayor Vernon Mc- 
Millan, are matters of record. But the 
most spectacular part of the story is what 
the reform has done for Terre Haute eco- 
nomically. The hero of this story is 44- 
year-old Anton Hulman, Jr., heir of the 
multi-million dollar Hulman wholesale 
food corporation. 

A rugged, energetic fellow with diffident 
manners, Hulman moved modestly into the 
Terre Haute spotlight, though his family 
name has been big in the region for 100 
years. Downtown Terre Haute is spat- 
tered with build- 
ings where his 
Clabber Girl 
baking powder, 
Farmer’s Pride 
ketchup and sim- 
ilar products are 
made and stored. 
The air rounda- 
bout reeks with 
the sweet smell 
of peanuts being 
crushed for pea- 
nut butter, and 
the tang of Hul- 
man spices be- 
ing ground. 
Hulman __ trucks 
pound the Mid- 
west highways 24 
hours a day to warehouses and distribution 
centers in Illinois, Kentucky and else- 
where. | 

After graduating from Yale, where he 
played football and pole-vaulted, Hulman 
traveled a lot, partly as national distribu- 
tion manager for the corporation’s Clabber 
Girl baking powder, partly because he liked 
to hunt and fish and go yachting off Flor- 
ida. When his father died in 1942, young 
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Hulman of Terre Haute 








Hulman assumed control of the business 
and centered his attention on Terre Haute. 
It was the same year that McMillan took 
over in the City Hall. 

Neither Hulman nor Mayor McMillan, 
nor anyone else, seems to have worked cut 
a blueprint for Terre Haute. But post-war 
prospects, which gave many U. S. cities the 
jitters, seemed to Hulman and McMillan 
to offer Terre Haute an opportunity for 
development. They set out to attract new 
and diversified business enterprises. ‘Three 
basic requisites were: air facilities, improved 
public services, labor-industry cooperation. 

The first of these gave Hulman the 
chance to do his first good deed. 

When the city made a public appeal 
for funds for a new airport, Hulman con- 
tributed $116,000, which made possible the 
purchase of 640 acres five miles from down- 
town. Backstopped by one-and-a-half mil- 
lion dollars from the federal Treasury for 
mile-long runways and general develop- 
ment, the city built a fine commercial field 
—though it is still using quonset huts for 
offices and waiting rooms. 

TWA planes stop there four times a day 
on east-west flights, and Hulman wants 
the Civil Aeronautics Board to let Chicago 
& Southern Airlines and others schedule 
Terre Haute on north-south flights. Some 
citizens are already looking ahead to round- 
the-world schedules. 

Hulman’s method of improving Terre 
Haute’s public services has been equally 
forthnght. The local gas company was 
in a bad way, inefficiently run and _ bur- 
dened by a towering structure of holding 
companies. So he bought it in 1945, and 
worked out a reorganization which has al- 
ready resulted in better service. 


ULMAN has also endowed the Sani- 

tary Engineers Research Bureau of 
Purdue University at Lafayette, for research 
in reclaiming industrial waste from streams. 
Presumably Hulman acted in this case after 
looking at what the Hulman Corp., the coal 
mines and other industries have done to 
the once-lovely Wabash. It flows so filthily 
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under Terre Haute bridges that the state 
has ordered the city to stop polluting it. 
But you have to have a generous inter- 
pretation of “public services” to include 
all the projects Hulman has sponsored. He 
has given several grants of land and money 
to the Indiana State Teachers College. 
During the war, he paid the cost of the 
WAC £enlistment campaign and gave 
money to the war bond drives. He is 
president of the Chamber of Commerce 
and sits on all its committees; chairman 
of the Board of the First National Bank, 
and of the Indiana State Penal Board. 


HE history of labor relations in Terre 

Haute is an ugly one. The general strike 
of 1936 when the National Guard had to 
break up armed gangs, and the Penn- 
sylvania Railroad moved its shops out of 
town, merely climaxed a bitter series of 
complaints over working conditions, wages, 
off-and-on employment. 

But Hulman and a few others have made 
a new start. His employes are among the 
best paid and best treated in their line of 
business. In 1942 they got substantial wage 
increases and a closed shop. Labor leaders 
call Hulman “a man you can reason with.” 
Hulman bought and rehabilitated 300-acre 
Forest Park, and presented it to them as a 
recreation place. 

Hulman and other Terre Haute business 
leaders have done more. When the Cham- 
ber of Commerce set up committees to ex- 
plore the problems of various local indus- 
tries, representatives of labor were invited 
to sit on all of them along with manage- 
ment. Both sides know more about each 
other’s problems today than they did while 
mutually cracking skulls ten years ago. 
During the war Terre Haute lost practically 
no time from labor troubles except through 
layoffs due to strikes in outside supplying 
industries. When Hulman bought the 
airport acreage, ‘Terre Haute labor chipped 
in a cash gift for improvements. 

While all these events were going on, 
Hulman led the Chamber of Commerce in 
mapping out an industrial promotion cam- 
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paign. Terre Haute has not offered any 
special inducements to new businesses, but 
it has made full capital of its available 
resources—proximity to a major bituminous 
coal field, ample supplies of water and 
power, four railroads and 38 motor freight 
lines, the big airport—and its new renown 
as a decent place in which to live. 

The Commercial Solvents Corp. found 
all these things (not least the harmony 
on the labor front) attractive, and decided 
to add a big new penicillin unit to its old 
properties in Terre Haute. ‘The Great 
Lakes Steel Corp. decided Terre Haute was 
the place for its Stran-Steel Division, which 
makes structural steel sections. 

From there on the parade started: in 
1945 and ’46, hundreds of thousands of 
dollars went to establish new enterprises 
in Terre Haute. Some were big fellows 
already, others are growing; the .. 
aggregate is a healthy cross-section 
of U. S. industry. 

Among the new arrivals are: 
Visking Corp. (plastics), Chesty 
Foods (potato chips and pop- 
com), Recipe Foods (salad dress- 
ings and similar products), Shep- 
hard Heater (boilers), Hoosier Rambler 
(house trailers), ‘Terre Haute Cooperage 
(barrels), Pittman Cabinet (radio cab- 
inets ), Simplicity Patterns (dress patterns), 
Bowman & Co. (frozen eggs), Commercial 
Laboratories (insecticides and poisons). 

A few others: Arter Welding & Manu- 
facturing, Cordoba Color, Permo Beau- 
tilities, Phelps Manufacturing, Schudell, 
Inc., Blackhawk Optical, Central Furniture, 
House & Town shops, Fort Harrison Sav- 
ings Assn., Western Tar Products, Sun- 
beam Electric. ; 

A number of smaller businesses cou!d 
be added to the list, and established 
firms have expanded their facilities. A new 
commercial building has gone up in the old 
redlight district, the West End. The 
Chamber of Commerce hopes that a big 
glass maker and a steel-roofer will join the 
parade soon. 

The effect of Terre Haute’s expansion 
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on the wealth of the community has been 
measurable. From 1943 to 1945, total 
bank resources went up from $69,797,467 
to $101,427,093; total bank deposits from 
$55,127,908 to $84,245,626. Building per- 
mits have increased three times. Terre 
Haute is the seventh largest city in Indiana, 
but ranks sixth in volume of retail sales and 
fourth in wholesale sales. 


T’S worth noting here that while Hul- 
man’s money gave Terre Haute a help- 
ful push, the city’s progress has not de- 
pended on that money as much as it de- 
pended on the initiative that Hulman, Mc- 
Millan and others have shown in cleaning 
up the city and developing its possibilities. 
McMillan, a square-jawed and forthright 
citizen, puts his own point of view in 
simple terms. A mayor who isn’t worty- 
ing about his cut of the rackets, he 
explains, has time to go to Detroit 
and help talk a million-dollar proj- 
ect like the Stran-Steel plant into 
the city limits of Terre Haute. 
Other city leaders testify from ex- 





= — perience that the cleanup of vice, 


improvement in health standards, 
smooth labor relations, have been import- 
ant attractions to new enterprises. 

It would be a mistake to conclude from 
all this that Terre Haute is turning into a 
Hoosier Utopia. A century of soft-coal 
smoke has coated the commercial district 
with gummy grime. The “Queen City of 
the Wabash Valley” is a frowsy old girl 
who could do with a face-lifting. It has 
an inefficient sewer system. But Terre 
Haute has people working on these prob- 
lems too. Bituminous Research, Inc., has 
taken the city as an example of what can 
be done in smoke abatement, and its engi- 
neers are now working with the worst in- 
dustrial offenders in the area. A commit- 
tee has tackled the sewage problem. 

You can’t take care of everything in four 
years, but the average citizen of Terre 
Haute knows now that if he wants his city 
to be a better place, he can do something 
about it, and that it’s worth the effort. 
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'S PROGRESS 


Sticks displace sentimeniai tivists 
in a campaign for champagne trade 


ee iia phe aie dee 


stitute is resolved to con- 
tinue its intrusion on the 
ingrained snack habits of 
the outlanders. A steady 
flow of pretzel testbait 
moves into Atlanta, New 
Orleans, Denver. Sales 





N the Pennsylvania “pretzel belt,” where 
| the brittle little biscuits are a big busi- 
ness as well as a staple in the local diet, 
the pretzel company proprietors are ready- 
ing plans for expansion. Their goal is no 
less than a sweeping double encirclement 
of the whole snack and nibble market. 
The master campaign calls first for di- 


rect infiltration of what the pretzel bakers — 


consider darkest America—those broad 
reaches of the South and West where the 
natives, languishing in barbarism, appar- 
ently never heard of pretzels and certainly 
don’t eat them. | 

As a companion maneuver designed to 
unbalance the competition, the pretzel 
people mean to invest their product with 
new dignity—bring it out of the saloon, 
where for generations it has chummed 
with beer, and make it the universally 
stylish American tidbit. 

All of which is going to be a job, as 
the National Pretzel Bakers Institute 
knows. This organization, with head- 
quarters in Philadelphia, comprises some 
60 companies which make almost all of the 
15 million dollars worth of pretzels sold 
annually. Its members already have had 
a foretaste of the trouble that lies ahead. 

Armed with the informal slogan of the 
industry (“Nobody has ever said he 
DOESN’T like pretzels”), an Institute 
member recently invaded Richmond, Va., 
with a truckload of pretzels. He displayed 
them in stores, passed out free samples. 
The open-minded Southerners munched; 
some even came back for more. But only 
a couple of packages were sold. 

“Just habit,” the Pennsylvanian figured. 
“They really liked the pretzels. But they’re 
used to nibbling peanuts and potato chips.” 

Despite this chilling experience, the In- 
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aren’t good, but the Insti- 
tute reasons it has everything to gain. 


The ocher objective—dissociating pret- 
zels from © :cer—may be harder. What the 
pret: «xers really want is quietly to 
keep ti.. »'ofitable beer-guzzlers market, 


but at the same time to pick up the 
fancier drinkers (“Pretzels taste wonderful 
with champagne!”), the faddish eaters 
(“Pretzels are the ONLY thing to eat with 
tunafish salad!”), and the inveterate be- 
tween-meals munchers, young and old, 
(“Hey, Mom, gimme something to eat!’’). 

The industry’s publicity releases empha- 
size that “the swankiest hotels in the coun- 
try serve pretzels, and the most glamorous 
people enjoy munching them.” And, 
“while the pretzel is a highly nutritious 
food and easily digested by infants, it also 
is food for the gods. The ancient Greek 
gods chose ambrosia, but never got a 
chance to taste pretzels and ice cream.” 

As a modern touch, bright new packag- 
ing is being developed. Now almost all 
pretzels are marketed in consumer-unit 
packages—i14 to 10-ounce bags with cel- 
lophane windows. The bags soon will give 
way to flat rectangular packets, almost all 
cellophane except the paper framing. This 
type of packet can be filled and sealed 
entirely by machinery, will stack and ship 
easily, and has the best eye appeal. 


Pp RETZELS possess several technical vir- 
* tues which help the Institute’s cam- 
paign. They are extremely dehydrated and 
will keep for two or three months except in 
the dampest climates. Moreover, pretzels 
in stick form are easy and cheap to dis- 
tribute. There’s little breakage. 

The pretzel stick’s resistance to breakage 
has almost tumed the pretzel industry 
into a pretzel stick industry. But whether 
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the stick’s advantages will ultimately out- 
weigh its big liability—appearance—is not 
yet certain. To understand what’s behind 
the stick trend one has to begin with a 
psychological fact. 

This fact is that most real pretzel eaters 
dislike broken pretzels and may have tan- 
trums over crushed pretzels. Because of 
broken pretzels, they have written irate 
letters to manufacturer and purveyors, and 
violently abused store managers. 


Y itself, this crotchet has induced 
bakers to turn more and more to the 
sturdy sticks. Other factors have accelerated 
the trend. Pretzel bending not only is a 
vanishing art, but is slow and expensive. A 
skilled twister can handle only 25 a minute. 
Twisting machines are intricate, costly, and 
can turn out only 250 a minute. Sticks are 
made simply by cutting off strands of 
dough in any length. 

Today, of the several billion pretzels pro- 
duced annually, there are more sticks than 
any other kind: about 2 billion as against 
only 142 million twisted pretzels. The rest 
of the output is made up chiefly of 
stamped pretzels, some in the shape of the 
conventional twist and others in the form 
of nuts and flat chips, and all manner of 
novelty pretzels--cheese pretzels, butter 
pretzels, chocolate pretzels, extra-salty pret- 
zels, and fat soft pretzels. 

Generally, then, most of the industry 


seems to have staked its future on the pret-, 


zel stick. But is a pretzel really a pretzel 
if it doesn’t look like a pretzel? The stick 
maker say yes, but pretzel-eaters, an un- 
predictable, finicky group, may finally de- 
cide otherwise. 

One point on which all pretzel con- 
noisseurs agree is that the stamped pretzel 
is an abomination fit only for greedy little 
boys and cracker eaters. ‘These stamped 
pretzels may look like twists but they are 
made by stamping out sheets of dough. 
Stamped pretzels, the experts contend, 
somehow lose the pretzel character—maybe 
by having their air cells compressed. The 
big virtue of a stamped twist is that it has 
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no torque, like a real twist, and won't 
break so easily. 

Pretzel dough itself, no matter how the 
baker shapes it, is pretty much the same 
everywhere; wheat flour, yeast, salt, water 
and maybe a dash of sweetening. Either 
in sheets or in strands, the raw dough gets 
a hot soda dip, which prepares it for a 
sprinkling of surface salt and makes it take 
a glaze. Then it goes into baking and 
drying ovens. 

Pretzel establishments are usually small. 
Some are family enterprises operated in 
the home. The largest employ 200-300 
people. The greatest number of plants 
(about 65 percent) are in Pennsylvania, 
but there are others in Ohio, New York, 
New Jersey, Maryland, Michigan, Illinois, 
Missouri, and California. 

An ancient art, pretzel making came to 
Pennsylvania with the early settlers. Pret- 
zel history dates back to the third or 
fourth century. Their design apparently 
typified arms crossed in prayer, and it is 
believed that pretzels were given children 
as a reward for saying their prayers. 

Pretzels once symbolized bakeries just 
as striped poles indicate 
barber shops, and the pret- 
zel was part of the crest of 
the Bakers Guild. Pretzels# 
used to be worn around the 
neck to ward off evil spirits 
and hung on trees to insure) 
abundant bearing. Make @ 
wish when breaking one 
and the wish is supposec 
to come true, as with < 
wishbone. 

But the pretzel barons 
are sure that their wishes— § 
riding on new cellophane 
packages into new cam- 
paigns against chips and 
coms and nuts and 
crunches and things with § 
names like Snackie-Wackies # 
—will never come true on 
broken pretzels. They know 
pretzel lovers too well. 




















THE CONFLICT OF 
PROGRESS AND SECURITY 





New Zealand’s Dr. Fisher tosses a bucket of cold water 
on some warm and comforting economic thoughts of ours 





OST people today don’t see why we 
can't have both rapid progress and 
absolute security. Indeed, some people 
appear to think that progress must now be 
primarily an effort to win ever-increasing 
security. So convinced are they of this 
truth, as they would call it, that they are 
shocked by the suggestion that there is any 
clash at all between progress and security. 
They might say the suggestion is reaction- 
ary. But they would be hopelessly wrong. 

The only hope for progress under mod- 
ern conditions is a dynamic economic sys- 
tem, one that is constantly growing and 
therefore constantly changing to meet the 
changing needs of the nation. The con- 
stant aim is for production to grow. 
Growth means change. Change means in- 
security for someone. 

To insist that security be put before 
growth and change is to insist that the 
economy be first static, and then to face 
the possibility that it will move backwards, 
since it can’t remain on dead-center. 

Of course it is dificult to imagine an 
economy in which there is no security at 
all, and nobody would deliberately advo- 
cate one. It is likewise impossible to 
imagine an economy in which everyone 
would be secure beyond any likelihood of 
disturbance. Somewhere between these 
two extremes is the normal condition of 
the everyday world. 

But the ideal of security is now so widely 
entertained that there is an ever-present 
danger: in struggling to realize it we will 
stifle the factors of economic growth, be- 
cause our attention is directed elsewhere. 

In pursuing an ideal which has general 
appeal, we may absentmindedly undermine 
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the very basis of the only sound security— 
the by-product of a dynamic economy, of 
progress, of full production. 

One of the hardest thinkers on the con- 
flict of progress and security is Prof. Allan 
G. B. Fisher, a New Zealander who has 
made his career in Australia and England. 
In two books he has explored this great 
question in detail. The books are The 
Clash of Progress and Security (London, 
1935) and Economic Progress and Social 
Security (London, 1g4¢). Neither has had 
the attention it deserves. 

Fisher is not a reactionary snarling at 
newfangled innovations. But he is skep- 
tical of elaborate blueprints, and judges 
them coolly by their effects on the flexibil- 
ity of the economy. In his view, if flexibil- 
ity is not preserved and indeed promoted, 
then all is lost. He believes that unless the 
economy is in a condition to allow struc- 
tural changes freely to take place—that is, 
transfers of men and capital from old kinds 
of activity that are static or shrinking to 
new kinds that are expanding—then inse- 
curity is intensified. This is his thesis: 


“If the fruits of increased productive efficiency 
are to be enjoyed, there must be more or less 
continuous transfers of resources of production 
for the expansion of old or the opening up of 
new fields for employment and investment. To 
the extent to which these transfers are success- 
fully resisted, the achievement of higher stand- 
ards of living is postponed, and the risks of in- 
security, by reference to which resistance is 
often defended, are usually increased. The 
creation of conditions in which transfers will 
be less difficult and resistances less likely to be 
successful should therefore be a major object 
of public policy.” 


From this summary two important 
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points emerge: (1) that “increased produc- 
tive eficiency” is possible—a contention we 
can accept; and (2) that the transfers on 
which Fisher Jays such emphasis are re- 
sisted. Who resists them and how? 

We all resist them and our schemes for 
doing so are many and various. Here is 
some evidence that applies within the 
United States. 

& When the production of an agricul- 
tural commodity—cotton, for example—is 
made possible chiefly by an artificially high, 
government-supported price, change is be- 
ing resisted and therefore national progress 
is being slowed down. 


HAT is really required to cure the 

condition is a transfer of men, capital, 
etc., from cotton to other lines of produc- 
tion—either lines which are historically old 
but not fully developed in the South, like 
mixed farming or dairying, or new lines in 
chemicals, for example. Where this is be- 
ing done down South—and it is to some 
extent—then the situation is healthy. In- 
sofar as it is being resisted, the situation 
is unhealthy. 

When the cotton-picker and other me- 
chanical aids to production come into gen- 
eral use, the issue will become more acute. 
The transfer of men and production re- 
sources out of cotton should therefore be 
speeded up until all cotton is produced at 
a normal price under the best methods of 
cultivation and the resources thus released 
are applied to other lines. 

In fact, not only cotton policy but the 
whole U. S. agricultural policy needs over- 
hauling with this objective in mind. We 
can work toward it while at the same time 
using “salvage policies” to help displaced 
men and families: retraining workers, grant- 
ing temporary living allowances, making 
capital loans to establish 
them in new lines. But 
salvage policies should 
never become ends in 
themselves. The objec- 
tive must be to renovate 
the structure of agricul- 





February 1947 


tural production, with the displaced men 
and capital transferred to other points in 
the economy where they are needed and 
where progress and growth is taking place. 

>In industry and business, an enemy of 
structural adjustment and hence of prog- 
tess is monopoly. Fisher notes that mo- 
nopoly “covers the whole complex of de- 
vices whereby producers can either limit 
their output and thus maintain prices 
above equilibrium level as determined by 
true competition, or check the entry of 
would-be competitors who might offer 
goods or services superior . . . to those 
already on the market.” 

This covers a wide range of business 
practices, from trade groups 
which fix, police and maintain ane 
prices at artificial levels, to the 
nameless skullduggeries that go ‘yj 
on behind the scenes to ham- 
per newcomers in a fairly 
tightly controlled line of business. It’s al- 
ways necessary to emphasize that monop- 
oly is simply a striving by business for se- 
curity which hampers progress and there- 
fore ultimately menaces the security sup- 
posedly being defended. 

Business leaders should be the most 
ardent and sincere opponents of monopoly. 
The job should not be left to publicists 
and others not directly engaged in_busi- 
ness. Monopoly practices by business 
mean that business is cutting its own 
throat. ‘The nation cannot afford a system 
which, in this fashion, is thoroughly: pri- 
vate but markedly unenterprising. 

> Labor practices that hinder progress 
range from featherbedding—forcing the 
retention of outmoded technical practices 
and of the personnel to carry them out— 
to the curious notion that full employment 
means guaranteeing jobs in a customary 
line of work, even though the social need 
for that line of work is declining, and more 
socially useful lines are opening up. 

A major contribution to progress that 
labor can make is to facilitate, rather than 
obstruct, the mobility of labor. Industry 
and government must help, of course, by 
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footing most of the bill that will be in- 
volved. But nothing is more fallacious 
than the notion, advanced by James Caesar 
Petrillo, for example, that once a musician 
always a musician and if not a working 
musician, then a deadhead musician, or a 
musician supported by a levy on employers 
still hiring some musicians. Should the 
automobile industry have supported all dis- 
placed carriage-makers? 

So there are indictments of agriculture, 
business, and labor for attempting to ele- 
vate security above progress and in the 
process simply storing up the existing in- 
security and guaranteeing that in due 
course it will become more intense. 

Another offender is the politician who 
plays along and helps pass laws underwrit- 
ing so-called security for the insecure. He’s 
really setting an obstacle in the way of 
progress and compounding the ultimate in- 
security. All that government support for 
cotton prices has done is to make more dif- 
ficult the inevitable transformation of the 
cotton economy into harmony with tech- 
nological progress. 

This argument does not imply that social 


security policies, such as unemployment 
insurance, are wrong. ‘To think so is to 
misunderstand the thesis. Social security 
schemes actually redistribute the national 
income for the benefit of persons suffering 
from certain unpredictable disabilities for 
which society has agreed to assume some 
responsibility. 

The important fact about them is that 
they become easier to support as the total 
national income rises. In themselves they 
need not be a drag on national progress, 
but their existence should be another spur 
to keeping the channels wide open. Such 
plans are essential to help ease the pains of 
readjustment created by progress. 

The basic clash between progress and 
security is, therefore, between the forces 
that interfere with full production and the 
forces that try to release production from 
its man-made fetters. Only through the 
fullest possible production of goods and 
services for which there is a strong demand 
can true security be won. ‘The security 
so won will not be the security of the 
wheel chair or the hothouse, but rather 
that of a life of action and creativity. 


A Tax by Any Other Name— 


In New Zealand, as in the U. S., it’s the employer’s job to deduct from paychecks the gov- 
ernment’s social security tax on wages. But some businessmen Down Under have cooked up a 
neat psychological scheme for making their employes realize just how steep (734 percent) the 
levy is. The worker gets his total earnings, then goes to a second window where he personally 
surrenders the amount to be withheld. After the brief pleasure of holding the full sum, he thus 
directly feels the keen pain of the tax knife. 

U. S. employers haven’t needed to pull this type of stunt because workers here, despite the 
comparative lowness of our social security tax (2 percent payable half by employer, half by 
employe), have not only shown themselves aware of the levy but in some cases have flatly refused 
to pay it. In certain laundries employing relatively uneducated people, the help failed to get the 
point about social security and squawked so about deductions that the companies decided to pay 
the employe’s half as well as their own. This in effect meant a 1 percent raise in wages. 

Such generosity apparently hasn’t bothered the government—as far as social security pay- 
ments are concerned. But any employer benevolent enough—as some have been—to want to 
pay his employes’ income tax invites a peck of trouble. The Bureau of Internal Revenue views 
this employer-paid income tax as additional salary and therefore taxable in itself. If the employer 
kicks in the tax on this added sum, that in turn is taxable, and so ad infinitum. 

Such grief confronted the United Nations, the World Bank, and other international organi- 
zations which had promised to pay their employes’ income tax. The chore of paying the tax 
grew so complicated that finally Senator Vandenberg, as member of the American delegation to 
the UN, indicated that he would ask Congress to tax-exempt such salaries altogether. 
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LITTLE MONITOR 
BATTLES THE GIANTS 


Ex-GE executive leads cooperating independents 
in invasion of the electrical appliance market 





N I'T'S race to satisfy consumer appetites 
& whetted by war shortages, the electrical- 
appliance 1.idustry finds scant time these 
days for shup talk. But when it does, 
Topic A is likely to be the David-and- 
Goliath trade battle brewing between a 
scrappy youngster, the Monitor Equipment 
Corp., and such entrenched giants as Gen- 
eral Electric and Westinghouse. 

Monitor has flung the industry a chal- 
lenge by way of a wholly new marketing 
idea—a cooperatively-owned company of 
distributors joined in selling a full line of 
products from relatively small, independent 
manufacturers, pooling costs, and thus beat- 
ing the big fellows at their own game. 

Monitor has already made its public 
debut in a series of national ads bright with 
the promise of a utopia in home appliances. 
Its 30-odd wares range from toasters, clocks 
and mixers to super-gadgets like a 45-pound 
washing machine suitable for city apart- 
ments and a combination car-waxer and fur- 
niture-polisher first developed by the Army 
as a vibrator to relax battle-weary nerves. 

Whether the ad-reader will rise to this 
bait obviously concerns an industry where 
loyalty to brand names counts heavily. 
But in the long view Monitor’s competi- 
tors are more interested in its potentialities 
as a venture in cooperative merchandising 
—an experiment that could change distri- 
bution in the appliance field radically. 


Monitor's owners are Theodore K,.« 


' 
> 
ix 


Quinn, its president, P. B. 
Zimmerman, its vice president, 4 
and 60 distributors chosen on # 4 
a regional basis. Many aref 
GE alumni, as are Quinn, af 
former vice president, and Zim- 
merman, an ex-star sales man- 
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ager. Each of the 62 invested $3000 in 
Monitor. This $186,000 capital has been 
swelled by a 4'4-million-dollar revolving 
fund provided by three Philadelphia banks 
headed by the Provident Trust Co. The 


ry 


banks expedite orders and pay- 
ments, handle the books, and 
get one-eighth of one percent 
of sales. 

Monitor has 32 manufac- 
turers making appliances un- 
der its label. All are under con- 
tract but have no ownership 
in the company. Most have 
lines of their own into which 
they would currently prefer to 
sink what materials they can 
get. But mindful of future 
plant capacities, they also play 
along with Monitor. 

While Quinn won’t name names, the 
trade says the clocks sold through the 
Monitor organization are made by Rex 
Cole, the freezer by Savage Arms, the 
refrigerator by Crosley. Monitor holds 
some patents, its contractors the rest. 

At the other end of Monitor are the 
retailers. Each has one source of Monitor 
supply—the distributor-owner in his area. 
Distributor areas share goods on the basis 
of a buying-power index calculated on in- 
come figures, population, number of wired 
A distributor failing to meet 50 
sales quota over six months 
cai be voted out by 51 percent 









e company’s nerve center 
is Monitor House, an ornate 
mansion of italian Renaissance 
style at Riverdale, N. Y. At 
this headquarters begins the 
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first step in Monitor’s operation. A distrib- 
utor sends in an order for, say, 50 washing 
machines. Headquarters, acting in effect as 
a sales department for the manufacturers, 
forwards the order to the proper factory, 
which ships, then sends a bill of lading to 
the bank. The bank credits the manufac- 
turer’s account with the amount of sale 
and bills the distributor. 

For his goods, the distributor pays some 
10 to 20 percent higher than the manu- 
facturer’s production cost. The difference 
lands in Monitor’s common treasury to 
pay operating expenses, taxes, advertising, 
and dealer-aid costs. A separate enterprise, 
the T. K. Quinn Co., Inc., gets one per- 
cent of all sales in return for merchandising 
and management services. 

This basic setup is the slingshot with 
which Monitor hopes to swat the Goliaths 
of home appliances. It was devised by 53- 
year-old Ted Quinn, once a factory hand 
who rose to become GE’s youngest vice 
president in 1929 and a self-styled “white 
haired boy” there. During the war Quinn 
went over to the WPB and traveled setting 
up 5000 labor-management committees. 
Chinning with small businessmen about 
their troubles reinforced his belief that 
American business was growing more “‘col- 
lectivistic,” breeding corporations more 
powerful than whole states. 


Qe» INN formed Monitor to combat this 
trend and peddled his idea to both 
manufacturer and distributor. He reminded 
manufacturers that popularizing one brand 
name alone cost about $500,000, while 
Monitor, he declared, would spread this 
cost over some 30 names, thus matching 
the advantage of big companies able to 
publicize brands at a relatively small per- 
centage cost in relation to sales. 

In the past the small manufacturer's 
cost of getting under way had doomed 
attempts to market his appliance. Moni- 
tor, Quinn promised, would guarantee him 
sales volume without his outlay of large 
sums for sales or advertising. 

Ouinn tackled distributors with another 
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type of inducement. By dealing with rela- 
tively small manufacturers, he argued, they 
would get faster decisions than possible 
from corporate hierarchies. He convinced 
them they would be rid of strong-arm 
tactics whereby the big fellows of the in- 
dustry could arbitrarily cancel contracts or 
force dealers to push a weak product under 
threat of losing sales rights to a popular 
one. 


HILE keeping tabs on Monitor, GE, 
Westinghouse and big specialty 
manufacturers like Telechron clocks are 
not yet losing any sleep over the newcomer 
or its inroads. 

The trade offers an earthier theory for 
Monitor's birth than Quinn’s high-sound- 
ing explanation. It simply says that 
Ouinn’s WPB duties acquainted him with 
a number of appliance-makers around the 
time GE: decided to change its distribution 
system and do its own wholesaling in a 
dozen major cities to meet post-war price 
competition. Many GE distributors were 
thus cut off. Quinn, the trade thinks, 
leaped at the chance to unite his new 
manufacturing friends and former GE dis- 
tributor associates to exploit his knowledge 
of the chinks in GE’s armor. 

His competitors pooh-pooh his hope of 
halving GE’s distribution cost, because, 
they point out, GE can cut costs itself now 
that it’s running its own wholesale trade. 
They say his projected 2 million dollar ad- 
vertising budget will look like peanuts 
when the top companies schedule their 
own astronomical expenditures. 

They doubt that Monitor can get a half- 
dozen lines into real production before 
dealers are loaded up with goods from other 
makers and are nailed down with contracts. 

Ouinn and his co-owners admit that 
last July, Monitor’s first active month, 
strikes and shortages kept sales to $1,300,- 
ooo at distributor cost prices. But they 
confidently expect to reach a so-million- 
dollar annual sales goal this year. Moni- 
tor’s trade-mark is a boy in seven-league 
boots, and his sponsors aim to fill them. 
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THE BRITISH ARE COMING 


Drive to win U. S. markets biggest ever—and that means bigger sales for us, too 





N THE NEXT few years you can look 

for wool merchants from Bradford, 
England, pottery makers from Stoke-on- 
Trent, silversmiths from Sheffield, to be- 
come rather familiar figures in cities like 
Atlanta, Akron, Minneapolis, and Seattle. 
When they do, you will know that the 
British are winning as crucial a battle as 
any they ever won during the war—the bat- 
tle to capture a place in the U. S. market. 

Its outcome has pocket- 
book interest for U. S. busi- 
ness. An increase in British 
exports to the U. S. is ex- 
pected to mean more than 
commensurate increase in 
British buying of U. S. 
products. So we stand to 
profit, too, if the British can 
rehabilitate their foreign 
trade. 

The effort to do so keeps 
the average Briton on hun- 
ger rations, and explains 
why British merchants are 
coming after American markets, among 
others, on a scale never dreamed of. It 
also explains why an American wholesaler 
in Dallas, ‘Texas, one day recently found 
himself in the motorcycle business. 

S. H. Lynch had never sold motorcycles 
until he became a distributor for the Bish- 
opsgate Export & Trading Corp., a subsidi- 
ary set up by Hambro’s Bank of London 
to do a systematic merchandising job in 
the U. S. 

This export subsidiary is the brainchild 
of Englishmen who, drawing on years of 
market experience in the U. S., came up 
with a “grass roots” selling plan. ‘They di- 
vided the whole country into nine zones. 
The first to be organized was the south 
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central zone where the wholesale firm of 
S. H. Lynch & Co., in Dallas, took on the 
job of distributing British goods to an area 
with over 16 million people. Imports come 
direct from England to New Orleans, and 
one of the first samples was a lightweight 
motorcycle estimated to give 125 miles per 
gallon. The Lynch people put it into their 
display window. In two weeks they got 
4000 orders, more than they could fill in a 
year. 

Outlets in the south cen- 
tral zone have already 
jumped from six to 200. 
Volume to date is scanty be- 
cause of lack of deliveries, 
but Dallas trade circles 
think the importing com- 
bine will go to town when 
lines like chinaware, fancy 
leather goods, silverware, 
linen, sportsmen’s guns, etc., 
begin arriving in volume. 

From ‘Texas, Bishopsgate 
moved on to Los Angeles, 
where Gough Industries, Inc., are now do- 
ing the wholesale distribution for the 
southwest zone. Similar arrangements are 
being worked out with experienced whole- 
sale and retail merchants in Chicago, At- 
lanta, Detroit, Cleveland, Minneapolis, St. 
Louis, Kansas City, Houston, Seattle and 
other cities. 

Behind this change is the belated recog- 
nition by merchants of the U. K. that this 
country consists of something more than 
the Atlantic Seaboard plus Hollywood. 
They came to the decision that, while 
keeping up quality and price, they could 
come in and sell to large sections of the 
American middle-class. A group of Brit- 
ish merchandisers which toured the coun- 
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try recently was delighted to learn that 
Atlanta, Ga., and Portland, Oreg., mer- 
chants are clamoring for all the Shefheld 
silver they can get. 

It warmed their cockles when a haber- 
dasher in a side street of Butte complained 
that he couldn’t meet the demand for 
$115 British topcoats. They felt a warm 
glow when Midwest shoe merchants 
guessed that past British sales of 75,000 
pairs at $10 could be boosted to 200,000. 
Topflight American merchandisers agree 
that the British have a tidy future in our 
market and have joined in the search 
for it. Westinghouse, for example, has 
ine disposal of 15 U. K. firms the 
mit it set up for wartime purposes. 

Department stores and 


SY west, South and West 
Coast cities are also pre- 
wo paring a fresh approach. 


Wdods. The “London Shop,” with its line 
of high quality men’s furnishings and re- 
lated items, is due for an appearance in 
many medium-sized cities whenever the 
British are ready to deliver in quantity. If 
you live in a small town, you may even- 
tually see counters devoted to British mar- 
malade, biscuits, fish preserves, etc., in del- 
icatessens and neighborhood stores which 
never carried them before. 

U.S. merchandisers have even persuaded 
the British that there is a market for them 
in small towns served by the mail-order 
houses. Before the war, Montgomery 
Ward sold 40,000 Harris Tweed suits in 
two years by mail. English socks at $3.50 
per pair were moved in next, and went 
fast. But London merchandisers were 
really galvanized when they learned that 
Ward was selling $500 watches sight un- 
seen. They got the point, in terms of 
their own reputation for quality wares, 
when it was explained that many small- 
town customers know more about the repu- 
tation of a big mail-order firm than they 
do about the jeweler on Main Street. Ward 
and Sears are working out arrangements 
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~to the selling of British“ 


with a number of British manufacturers. 

All this means, among other things, a 
revolution in old attitudes toward U. S. 
merchandising techniques. Admiration no 
longer goes to the Manchester gaffer who 
feels that what was good enough for 
grandfather's customers should be good 
enough for his. In England before the 
war, the president of a West Coast de- 
partment store was shown a line of goods 
by a Bnitish manufacturer. When he re- 
marked that he didn’t like the design of 
one article, his host remarked coldly, “I’m 
sorry, we do,” and put the article back in 
its package. Another U. S. buyer examined 
a handsome sewing box fitted with an as- 
sortment of bodkins. “We haven't used 

those in the U. S. in 30 years,” 
=A he remarked. The exporter replied, 
A®~ “They're not used here either, but 
the box wouldn’t be completely 
eqtipped without them.” - 
~ Today, Englishmen who have U. S. 
market experience have been pleading with 
their fellow-merchants to consider that the 
customer is sometimes right. Britain is no 
longer in a mood to tolerate the take-it-or- 
leave-it attitude which permitted Calais to 
drive Nottingham out of the U. S. lace 
market, and which has been causing Irish 
linen to lose ground to European com- 
petitors who like nothing better than to 
meet our specifications. 

British firms without foreign prestige, 
aiming for a wider market, have much to 
gain by studying techniques of packaging. 
(“Most men’s brushes are bought as gifts,” 
a U.S. merchant told a friend from Lon- 
don, “so why put a $100 gift in a 2¢ 
package?”) So they are hiring U. S. 
specialists to consult with their home of- 
fices, and sometimes to redesign the pack- 
age altogether. Importers in fields like 
leather goods, chintzes, pottery, are be- 
ginning to find that a selection of patterns 
can be sold more effectively than their 
whole range of styles. 

Market analysts, sales engineers, display 
experts are getting commissions from Bnit- 
ish importers who always played by ear in 
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the past. Small firms are learning to pool 
their resources. Last November, 25 hosiery 
and knitwear makers decided to establish 
an office in the U. S., with combined ad- 
vertising and shipping facilities. Wool- 
makers have organized the Association ot 
Bradford Exporters, and expect to sell two 
or three times as much in this country as 
formerly, at prices considerably higher than 
domestic woolen prices. 

China and earthenware makers of Stoke- 
on-Trent hope to expand U. S. sales by at 
least 50 per cent. Scientific Exports has 
been formed as the overseas agent of mak- 
ers of scientific instruments, hospital equip- 
ment, precision tools, etc. Shoemen have 
set up their own overseas association. 

Meanwhile, this country 
is only one field in Britain’s 
- export campaign. That’s 
why there are well over 
tj, __-'1,250,000 people employed’ 
in export industries, 30 per- 
cent more than before the war. Months 
ago, Britain had already hit ceiling in her 
export of food, tobacco, and raw materials. 
But she is still building up shipments of 
tractors, locomotives, farm and other heavy 
machinery, telephone and radio equipment, 
drugs, light chemicals, iron and steel, lux- 
ury items. Many staple lines, like textiles, 
will not even be produced in quantity until 
1948-9 (when prices are also expected to 
be more attractive). 

The big export drive is vital to Britain 
because her ordeal in World War II blitzed 
the nicely-balanced British economy. While 
Britain ditched her export markets and 
broke up the world’s greatest trade organi- 
zation, her factories were exhausted by de- 
preciation and bomb hits. As a result, she 
faced the post-war transition with a whop- 
ping debt, a vast demand for essential im- 
ports, a drastic cut in invisible exports 
(income from foreign investments, ship- 
ping, trade services), and a rundown pro- 
duction plant. American-Canadian credits 
of 5 billion dollars will cover the U. K. 
balance-of-payments deficit for the next 
few years. But loans merely postpone the 
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day of reckoning, which can be stricken 
from the calendar only if the U. K. elimi- 
nates its balance-of-payments deficits. 
This it can do by exporting half of all 
it produces, and at the same time build- 
ing up markets in the Americas, Europe 
and Asia that will still be there when the 
present selling wave subsides. 
The U. S. has invested $3,750,000,000 in 
Britain’s struggle for survival—a good yard- 
stick of what it’s worth to us. In 1938, the 
U. K. exported $118,366,000 worth of 
goods to us, while we shipped $513,995,000 
worth to British ports in return. Last May, 
despite tight shipping, the British exported 
13 million dollars’ worth of goods to the # 
U. S.; at the same time they imported 78) 3 
million dollars’ worth 

f U. S. goods. 
The balance of | 
trade would still favorweppeeers 


~ if British imports 

sas ~mnlfiplied threefold. 

The more credit the British hé 
from the Loan when a price let-down 
marks the end of the post-war boom 
the more price support there will be 
for surplus U. S. goods. At the end of 
1947, Britain will have about three billion 
dollars left of her five billion dollar U. S. 
and Canadian credits. That three billion 
dollars will buy up surplus cotton and 
wheat and machinery at new low prices. 
The Texas cotton-farmer and the Iowa 
wheat-farmer and the Montana copper- 
miner will thus be better prospects for the 
new cars and cotton wash dresses that are 
now running into British competition in 
Latin America. That can mean cash in 
hand to U. S. producers, future stability 
to a number of boom-and-bust U. S. in- 
dustries, and more U. S. workers in export 
industries, with money to spend in the 
domestic market. 

The British are devoutly hoping for an 
enduring U. S. prosperity; they want to be 
able to sell enough to us to pay for pur- 
chases of our surplus output. Since we have 
the same interest, it should be good news 
that they are coming into our markets. 
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OUR TEACHERS: WHAT'S WRONG 





They are poorly paid, yes, but how much are they worth? 





Some points for and against them, and a word to parents 


EACHERS, the late President Roose- 

velt said, are America’s first line of de- 
fense. If this is true, the citizens should 
take to the hills. For the teaching pro- 
fession, which its own members concede 
never has reached proper standards of per- 
formance, not only is slipping fast but 
bears signs of coming total collapse. 

This is bad news to the businessman who 
in an increasingly complex economy de- 
pends more and more on literate help, and 
it implies disaster for a nation founded on 
the premise that men, when educated, can 
and will think intelligently, act purpose- 
fully, vote wisely. 

A Senate committee reports that at 
least 300,000 teachers have quit in the last 
six years; some estimates put the number 
at 500,000. This is out of a total force of 
more than a million. Sixty thousand teach- 
ing positions have been wiped out, pm- 
marily because qualified teachers can’t be 
found. 

Peace has not significantly altered this 
trend. What’s worse, the few replacements 
coming in are defectives. Six years ago the 
school system supported 4000 “‘emergency” 
teachers, a polite adjective for short-meas- 
ure or sub-standard. Today the number is 
109,000. Pennsylvania is short 6000 com- 
petent teachers; California, 11,000. 

Indeed, the sources of good teachers are 
drying up. In 1920, more than 22 percent 
of college students were enrolled in teach- 
ers colleges. In 1930—17 percent. To- 
day 7 percent, only 64,000 by the Na- 
tional Education Association’s best count. 
Women, shouldered out of coeducational 
colleges by large numbers of veterans 
(of whom some 3 percent sign up for 
teaching) don’t gravitate into the half- 
empty normal schools. And this is how 
A. F. Myers, Chairman of the Department 
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of Higher Education at New York Uni- 
versity, describes the few candidates who 
are interested in teaching: “. . . in the 
lower 50 percent of their classes scholas- 
tically, socially, and physically.” 

Why is the teaching profession sink- 
ing into this apparently bottomless hole? 
Three reasons, say educators, school ad- 
ministrators and sociologists. First, inad- 
equate salaries and security. Second, pres- 
sures on teachers by mounting work loads 
and extra jobs. Third, the “bad name” 
the profession has acquired. 

Teachers harp on low pay more than 
on any other phase of discontent. The 
average annual salary for elementary and 
high school teachers in 1940-41 was $1470. 
Latest figures put it under $2000, which 
carries a purchasing power of about $1400 
in 1940-41 dollars. ‘The annual pay for the 
garbage collectors and street sweepers out- 
side the Kiplinger Magazine Building is 
around $1750. 

Job security is far from what it should 
be: an NEA analyst reports that only 
half of American teachers have adequate 
tenure protection. 


IGHT behind the salary bugaboo are 
extra responsibilities. ‘The ordinary 
teacher doesn’t put in a scheduled day, then 
go home and forget it. Mrs. H. A. A., a 
typical rural teacher from Clinton, Iowa, 
says she also may take her pupils out to 
study wild flowers or watch contour plow- 
ing, umpire a ball game at noon, coach a 
Christmas play or organize a safety class. 
Of course, she grades papers at night. 
Teachers felt obliged to work on ration 
boards, salvage drives, air raid defense, Red 
Cross and USO, nutritional surveys. Didn’t 
the President, in September 1942, ask that 
“every school house become a service cen- 
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ter for the home front?” Not every office, 
or warehouse, or hall, but every school- 
house. 

A virtual prohibition against mar- 
riage and romance keeps many a nor- 
mal girl out of teaching. “I'd like to teach, 
but not sell myself into spinsterhood,” one 
girl honor student told her faculty ad- 
viser. Married women are ineligible in 58 
percent of U. S. cities and they are at a 
disadvantage in 95 percent of 1782 school 
systems reporting in a NEA survey. 

And it needs to be said out loud, with 
shame and pity, that taboos make teaching 
a virtually sexless life. 

Teachers are further inhibited by iron- 
bound local don’ts. They are red meat for 
snoopers, hypocrites, gossipers, meddlers, 
civic spies. They are afraid to take a legal 
cocktail in the same public places where 
the parents of their charges swill. Some 
mothers who smoke two packs of cigarets 
a day run to the School Board screaming 
“My poor innocent children!” if they catch 
a teacher smoking in her own home. 

Teachers also are expected, especially in 
smaller communities, to set an example of 
religious piety even if most parents are 
frank backsliders. Almost anybody else 
can fail to go to church, and still survive 
professionally and socially, but not the 
teacher, for whom a gold star in church 
attendance is compulsory. 

And mere attendance usually is not 
enough. It is assumed that the teacher 
will take a Sunday school class, play 
the church organ, sing in the choir, or 
otherwise demonstrate superior sanc- 
tity. 

The young single female teacher 
who does not satisfy all her potential 
critics, who does not measure up to 
all the standards set for her, if not for 


She often must make a choice be- 
tween surrendering job and career, 
along with the investment she has made 
in them, or submitting abjectly to the 
whiplash of a tryrannical perfectionism. 
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the rest of the community, exposes question as to how many teachers will 
herself to a severe pushing around. have morale enough left to teach. 


The third virulent undermining force is 
that vague but pervasive “bad name”—the 
conviction among undergraduates that 
teaching is for suckers and saps, that it har- 
bors too many sour, cranky, old women, 
which it does. 

This bitter judgment of their profession 
is shared by many teachers themselves. A 
principal in Arizona returns jubilant from 
a Kiwanis convention: no one has recog- 
nized him as a teacher. A Seattle grade 
teacher variously represents herself on va- 
cations as a ballet dancer, nurse, or indus- 
trial executive. In a moody report, the 
Commission on Education for Morale of 
the American Association of School Ad- 
ministrators notes that “some teachers 
carry the burden of their profession like 
a clubfoot.” 


HIS “clubfoot” label stings into a deep 

cynicism those too strong or too tough 
to whine in public. “TI really love to teach,” 
one large-city grade school teacher says. 
“T like to regard myself as part of a great 
profession devoted to public service. But 
people don’t respect us. What am I sup- 
posed to do—conclude that I’m part of a 
straight commercial transaction, being paid 
off in cash alone, and give a corresponding 
cheap and sordid product?” 

Now pervading the profession is a feel- 
ing found in many mass labor forces: 
only a day’s work for a day’s pay. An inner 
revolt against excellence, against high pur- 

pose. Worse, all this is converging to 
form a vicious downward spiral in 
which bad begets worse, the compe- 
tent feel less incentive to continue 
competent, the potential recruits to 
the profession feel less inclined to 
associate with a steadily souring lot. 
And infection spreads until there is a 


Who, then, will do the teaching? 
One of those rare teachers with an 

obviously ripe good sense is sitting 

out her retirement in California. 
“Tl tell you who’s going to do the 
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teaching,” she said. “A lot of pickle-faced, 
nerve-racked old maids who put on the 
garb of saintly service because they couldn’t 
show off a zippy evening dress. So clearly 
the wrong kind to have teaching that, if 
there weren’t any other reasons, no normal 
person would take a second whiff of it. 
So it’ll get worse. And the circle will get 
much tighter because, with such pathetic 
neurotics advertising the profession, no- 
body will care about raising salaries. 

“Don’t let the teachers’ lobbies kid 
you. Higher pay isn’t the only answer. 
More money is basic, and will give the pro- 
fession greater prestige and better drawing 
power. But somewhere along the line 
teachers themselves must get busy, not just 
talk piously, on a house-cleaning. Get out 
the inefficient, the peevish sadists, the 
time-servers, the leeches that are sucking 
the profession to death, the people who are 
such unattractive misfits that they are ac- 
tually repellents. It won’t help for flocks 
of do-gooders to wail about it, because no- 
body listens to do-gooders. That isn’t a 
business-like way to go about it. 

“I’m surprised, incidentally, that busi- 
nessmen don’t get the point. Business needs 
a flow of soundly-trained specialists, tech- 
nicians, people who have been taught to 
do, think, compete. With the system we 
have now, they’re lucky to get medium- 
grade morons. It takes the best brains to 
train brains. The businessman can figure 
out whether this problem should be 
phrased and tackled on a business basis.” 


This is the kind of picture a business- 
man might see: three million adults in the 
U. S. have never attended any school. 
Some 10 million American adults are vir- 
tual illiterates. And two million children 
from six to 15 aren’t in school. Even if 
there were enough good teachers, they 
would have to grapple with this backlog of 
trouble besides caring for current needs. 

Then there is new trouble coming up. 
By the mid-1950’s about two million more 
children are expected to be enrolled in 
schools than were enrolled in 1940. This 
increase will cali for a minimum of 100,000 
more teachers than the number we ought 
to have now, but do not. Today, it is 
impossible to see where such a number 
is coming from. 


OES it really make any dollar differ- 

ence to the businessman? Suppose for 
argument’s sake that businessmen aren’t 
citizens or fathers, just pure economic men 
looking at the profit sheet. Here’s what 
a Congressional committee says: 

“The basic nourishment of the expand- 
ing economic machine in America is to 
be found within itself. Business is totally 
dependent upon the rising power of con- 
sumption a continuously high 
level of education.” 

This takes teachers, and the teachers— 
already too few in number, too sour in 
outlook, and too low in competence—are 
walking out. 








—— ss 1Orn wage 





Foy EO ay RET et ee 


PEP o> 
Rie See 


| OL SRNR SORES SN LI RIE 





Heed Cae rhe. 


FROM THE EDITOR 


(continued from inside front cover) 


sell at the prices they think they must charge. They will have to make 
‘“adjustments.”” ‘hese adjustments will seem pretty serious at the time 
to those who have to make them. 

Taken all together, these jolts will make a “recession,’’ which is 
merely a word for a mild depression. A little economic illness, but not 
a big one. Now the point about this little economic illness is that it 
is the result of a series of excesses. Every businessman, when he gets 
into a little trouble, can look back and see what he did wrong, and when 
he did wrong, and especially when he failed to foresee the trouble that 
he ran into. He can also see, in arrears, the mistakes in national economic 
policy which encouraged him into doing things wrong. He can see 
that the spirit of the times was partially responsible for his own indl- 
vidual errors. 

In looking ahead from this year it is easy to foresee that we shall 
have good times for some years. And we know from experience that good 
times are likely to be followed by bad times. But is this necessary? 


’ 
SOME people think business ups-and-downs are normal. So, at one 
time, was smallpox. We are TRYING to learn what to do about business 
cvcles. We don't know much but we know a little, and the truth 1s 
that we know enough to prevent in advance at least the worst features 
of the ups and the downs. 

Individual action is not enough to turn the trick. We must have 
general action, and this means government action—not to dictate each 
little decision, but to establish the broad policies, the general climate. 
As for the specific discussion of just what these policies are, there 1s 
time for that later. The point right now is that we should be receptive 
to them. 

The efforts to iron out cycles and minimize depressions have often 
been tagged as “‘leftish.” Yes, some of them are, but most of them are 
not. The essential feature is distinctly conservative. If we can prevent 
depressions, we can conserve human welfare, and also business welfare, 
for there's no line between welfares. 

\nd IF we allow ourselves to slide into another great depression, 
it doubtless will be worse than that of the early 30's, and the eleventh 
hour remedies then will surely be leftish, and no kidding. 

Since the last big depression of the early 30's, people have learned 
to expect their government to dish out remedies during hard times. 
No one particularly likes these remedies, and businessmen grumbie about 
“government interference.’ But there’s a substitute for the hasty remedies, 
and it is advance planning against depression. So let’s start. Or, if 
there's some doubt about the planning, let’s start talking about it. Even 


the talk is all to the good. 
WM y 
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